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South Texas Project
Units 1 and 2

Docket Nos. STN 50-498, STN 50-499
Nuclear Decommissioning Trust Fund Agreements (Updated)

References: 1. Correspondence, George Harrison to NRC Document Control Desk,
"2009 Decommissioning Funding Status Report," dated March 31, 2009
(NOC-AE-09002406) (ML090970280)

2. Correspondence, George R. Harrison to NRC Document Control Desk,
"Notice Regarding Amendments to Nuclear Decommissioning Trust
Agreements, dated March 3, 2009 (NOC-AE-09002401) (ML090680769)

STP Nuclear Operating Company (STPNOC) submits the attached updates to the nuclear
decommissioning trust (NDT) agreements for the South Texas Project. These agreements
govern the NDTs maintained by NRG South Texas LP (NRG) and the City Public Service Board
of San Antonio (CPS) in accordance with 10 CFR 50.75(e) and (h). Notice of the changes was
previously provided in the referenced correspondence.

NRG owns a total 44% undivided ownership interest in South Texas Project (STP) Unit 1 and a
total 44% undivided ownership interest in STP Unit 2. The associated decommissioning funds
are held in two NDTs maintained by NRG. NRG maintains separate NDT arrangements for its
30.8% interests that were previously owned by Houston Lighting & Power Company and for its
13.2% interests that were previously owned by AEP Texas Central Company (TCC). The
executed NDT agreements are provided in Attachments 1 and 2.

Further information regarding these amended NDT agreements was provided in Attachment 1 to
STPNOC's decommissioning funding status report for 2009 (reference 1). In accordance with
the terms of the NDT agreements and as mandated by applicable license conditions, prior
written notice regarding the above NDT amendments was submitted to the NRC by
correspondence listed above (reference 2).

CPS owns a total 40% undivided ownership interest in STP Unit 1 and a total 40% undivided
ownership interest in STP Unit 2. The associated decommissioning funds are held in two NDTs
maintained by CPS. CPS maintains separate NDT arrangements for its 28% interests in STP
that it has owned since construction of STP and for its 12% interests that were acquired from
TCC. The executed NDT agreements are provided in Attachments 3 and 4.
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Further information regarding these amended NDT agreements was provided in Attachment 2 to
STPNOC's 10 CFR 50.75(f) report (reference 1). The CPS NDTs are subject to the regulations
in 10 CFR 50.75(h)(2), which does not include any requirement for prior written notice to NRC
regarding material NDT agreement amendments.

The City of Austin owns the remaining 16% undivided ownership interests in STP Unit 1 and
Unit 2. However, there are no amendments to the City of Austin NDTs to report at this time.

There are no commitments in this letter.

If there are any questions, please contact either Mr. Philip L. Walker at (361) 972-8392 or me at
(361) 972-8074.

George Harrison
Director, Finance

PLW

Attachments: 1. NRG South Texas LP, Fourth Amended and Restated Decommissioning
Master Trust Agreement for the South Texas Project, dated July 13, 2009.

2. NRG South Texas LP, Second Amended. and Restated Decommissioning
Master Trust Agreement No. 2 for the South Texas Project, dated July 13,
2009.

3. City Public Service Restated Decommissioning Master Trust Agreement for
the South Texas Project (CPS Trust), Revised March 31, 2009.

4. City Public Service Restated Decommissioning Master Trust Agreement
Related to the South Texas Project Interest Acquired from AEP Texas
Central Company: Master Trust (TCC Funded), Revised February 4, 2009.

A
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cc:

(paper copy) (electronic copy)

Regional Administrator, Region IV
U. S. Nuclear Regulatory Commission
612 East Lamar Blvd., Suite 400
Arlington, TX 76011-8064

Mohan C. Thadani
Senior Project Manager
U.S. Nuclear Regulatory Commission
One White Flint North (MS 8B1 A)
11555 Rockville Pike
Rockville, MD 20852

Senior Resident Inspector
U. S. Nuclear Regulatory Commission
P. O. Box 289, Mail Code: MN116
Wadsworth, TX 77483

C. M. Canady
City of Austin
Electric Utility Department
721 Barton Springs Road
Austin, TX 78704

Kevin Howell
Catherine Callaway
Jim von Suskil
NRG South Texas LP

A. H. Gutterman, Esquire
Morgan, Lewis & Bockius LLP

Mohan C. Thadani
U.S. Nuclear Regulatory Commission

J. J. Nesrsta
R. K. Temple
E. Alarcon
Kevin PolIo
City Public Service

C. Mele
City of Austin

Jon C. Wood -

Cox Smith Matthews

Richard A. Ratliff
Texas Department of State Health Services

Alice Rogers
Texas Department of State Health Services
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FOURTH AMENDED AND RESTATED
DECOMMISSIONING MASTER TRUST AGREEMENT

FOR THE SOUTH TEXAS PROJECT

THIS TRUST AGREEMENT originally made July 2, 1990, amended and restated as of

the 1st day of October, 1991, further amended by the First Amendment dated as of December 30,

1996, further amended and restated as of August 31, 2002, further amended and restated as of

July 10, 2006, is further amended and restated as of July 13, 2009, by and between NRG South

Texas LP, a Texas limited partnership (the "Company"), and The Bank of New York Mellon

(successor by operation of law to Mellon Bank, N.A.), a New York state bank having trust

powers (the "Trustee");

WHEREAS, the Trust was originally established by Houston Lighting & Power

Company, assumed by Reliant Energy, Incorporated ("Reliant Energy") and later assigned to the

Company (which was formerly known as Texas Genco, LP); and

WHEREAS, the Company is the owner of: (1) a 30.8 percent undivided interest in Unit

No. One of the South Texas Project Electric Generating Station ("STP Unit No. 1"); (2) a 30.8

percent undivided interest in Unit No. Two of the South Texas Project Electric Generating

Station (STP Unit No. 2"); and (3) a 30.8 percent undivided interest in certain facilities serving

both STP Unit No. I and STP Unit No. 2 (the "Common Facilities'); and

WHEREAS, the Company for purposes of this Trust is subject to regulation by the Public

Utility Commission of Texas (the "PUC"), an agency of the State of Texas, and by the Nuclear

Regulatory Commission (the "NRC"), an agency of the United States government; and

WHEREAS, the NRC has promulgated regulations in Title 10, Chapter 1 of the Code of

Federal Regulations, Part 50, requiring the Company, as a holder of a license issued pursuant to

4

FOURTH AMENDED AND RESTATED DECOMMISSIONING
MASTER TRUST AGREEMENT FOR THE SOUTH TEXAS PROJECT



Attachment 1
NOC-AE-09002457
Page 5 of 42

Execution Version

10 C.F.R., Part 50, to provide assurance that funds will be available when needed for required

decommissioning activities; and

WHEREAS, pursuant to Section 468A of the Internal Revenue Code of 1986, certain

federal income tax benefits are available to the Company by creating and funding qualified

decommissioning funds associated with the South Texas Project Electric Generating Station; and

WHEREAS, the PUC has permitted CenterPoint Energy Houston Electric, LLC, a Texas

limited liability company ("WiresCo"), on behalf of the Company to include in its cost of service

for ratemaking purposes certain amounts to be contributed by the Company or by WiresCo on

behalf of the Company to decommissioning funds in order to provide monies for the Company's

share of decommissioning costs with respect to the South Texas Project; and

WHEREAS, the Company wishes to maintain the qualified trust fund originally

established with respect to each of STP Unit No. I and STP Unit No. 2 and one 0r~more non-

qualified trust funds with respect to STP Unit No. 1 and STP Unit No. 2 to accum ulate monies

with which to pay the Company's share of decommissioning costs for such Units and the

Common Facilities;

NOW, THEREFORE, in consideration of the mutual promises herein contained, the

Company hereby agrees to deliver or have delivered to the Trustee, and the Trustee hereby

agrees to continue to receive, the Contributions of monies to the Master Trust made by or on

behalf of the Company;

TO HAVE AND TO HOLD such monies and such additional monies as may from time

to time be added thereto as provided herein, together with the proceeds and reinvestments thereof

(hereinafter collectively called the "Master Trust");

5
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IN TRUST NEVERTHELESS, for the uses and purposes and upon the terms and

conditions hereinafter set forth:

ARTICLE I

DEFINITIONS, PURPOSE AND NAME

1.01 Definitions. As used in this Agreement, the following terms shall have the

following meanings:

(a) "Accounting Period" shall mean a tax year, as interpreted in accordance

with the Code; Accounting Periods shall end on December 31 of each year.

(b) "Administrative Costs" shall mean all ordinary and necessary expenses

and other incidental costs incurred in connection with the operation of the Funds,

including, but not limited to, taxes, Trustee fees, Investment Manager fees and the fees

and/or compensation of any professional advisors,,legal counsel or administrative support

hired by the Company as provided in Section 3.01 or incurred in the discharge of the

Trustee's fiduciary obligations under this Agreement.

(c) "Agreement" shall mean and include this Decommissioning Master Trust

Agreement as the same may from time to time be amended, modified or supplemented.

(d) "Authorized Representative" shall mean the Chief Executive Officer, the

President, any Vice President or the Treasurer of the Company.

(e) "Certificate" shall mean a written certificate signed by the Company.

(f) "Code" shall mean the Internal Revenue Code of 1986, as amended from

time to time.

(g) "Common Facilities" shall mean facilities at the South Texas Project

Electric Generating Station designed to serve both STP Unit No. 1 and STP Unit No. 2.

6
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(h) "Company" shall have the meaning set forth in the preamble hereto and

shall include any successor thereto. The actions of the Company may be performed by an

Authorized Representative as provided in Sections 1.01(d) and 2.03 hereof.

(i) "Contributions" shall mean all Non-Qualified Contributions and all

Qualified Contributions.

"Decommissioning Costs" shall mean all costs incurred in connection with

the entombment, decontamination, dismantlement, removal and disposal of the structures,

systems and components of a Unit or Common Facilities, including all costs incurred in

connection with the preparation for decommissioning, such as engineering and other

planning expenses, and all expenses incurred with respect to the Unit or Common

Facilities after actual decommissioning occurs, such as physical security and radiation

monitoring expenses. .

(k) "Disbursement Certificate" shall mean a document properly completed

and executed by the Company and substantially in the form of Exhibit A hereto.

(1) "Eligible Investments" shall mean such securities, bank deposits,

collective, commingled or mutual funds or other investments that are permitted to be

purchased and held for the account of the Fund in which the investment is proposed to be

acquired under (1) applicable federal, state and other governmental laws, rules and

regulations, including without limitation PUC Substantive Rule 25.303, and (2) the

Investment Guidelines then in effect with respect to the Fund for which the investment is

proposed to be acquired. Except for investments in funds tied to market indices or other

non-nuclear sector collective, commingled or mutual funds, the assets of the Funds shall

not be invested in the securities or other obligations of WiresCo, the Company or

7
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affiliates of any thereof, or their successors or assigns, or in any entity owning one or

more nuclear power plants. Notwithstanding anything contained in this Agreement to the

contrary, the term "Eligible Investments" when used in reference to the Investment

Manager shall mean investments permitted by the applicable Investment Manager

Agreement and Investment Guidelines.

(m) "Excess Contribution" shall have the meaning set forth in Section 2.02

hereof.

(n) "Funds" shall mean the Qualified Funds and the Non-Qualified Funds.

(o) "Investment Guidelines" shall mean any written statement or statements of

the Company in effect at a given time that complies with the investment requirements and

restrictions of PUCT Substantive Rule § 25.303 and details investment criteria and

standards which shall be consistent with the investment requirements and restrictions of

PUCT Substantive Rule § 25.303 with respect to one or more Funds or portions thereof.

The Company may at any time, or from time to time, adopt new or additional Investment

Guidelines, or amend, supersede, or terminate effective Investment Guidelines by

delivering a copy of the new or additional Investment Guidelines or notice of

amendment, supersession or termination to the Trustee and any affected Investment

Manager provided that any new, amended, or additional Investment Guidelines shall be

consistent with the investment requirements and restrictions of PUCT Substantive Rule §

25.303.

(p) "Investment Manager" shall mean a fiduciary specified in an Investment

Manager Agreement:

8
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(i) which has been retained by the Company to manage, acquire or

dispose of any asset belonging to the Master Trust; and

(ii) which is:

(A) registered as an investment adviser under the Investment

Advisers Act of 1940, or

(B) a bank as defined in that Act, or

(C) an insurance company qualified to perform services

described in subsection (i) above, under the laws of more than one state,

and

(iii) which has acknowledged, in writing, that it is a fiduciary with

respect to the Master Trust, that it is qualified to act under subsection (ii) above,

-aid hasiagreed to be bound by all of the terms, provisions and covenants of this

Agreement applicable toit. .

(q) "Investment Manager Agreement" shall mean an agreement between the

Company and an Investment Manager selected by the Company, which agreement

governs the management of all or a portion of the assets of the Master Trust.

(r) "Master Trust" shall consist of all contributions to any Fund together with

investments and reinvestments thereof and any income earnings and appreciation thereon.

(s) "Non-Qualified Contributions" shall mean all amounts contributed to the

Non-Qualified Funds.

(t) "Non-Qualified Funds" shall mean the Fund or Funds, as determined by

the Trustee and the Company, established and maintained under the Master Trust for,

decommissioning STP Unit No. 1, STP Unit No. 2, and the Common Facilities to which

9
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monies are contributed, which Funds are not subject to the conditions and limitations of

Section 468A.

(u) "NRC" shall mean the Nuclear Regulatory Commission, an agency of the

United States of America, or its successor.

(v) "PUC" shall mean the Public Utility Commission of Texas, as authorized

pursuant to the PURA, or its successor.

(w) "PUC Substantive Rule 25.303" or "16 Tex. Admin. Code § 25.303" shall

mean the rules and regulations adopted by the PUC, effective October 26, 2004,

published in the Texas Register as Tex. Public Utility Comm'n, 29 Tex. Reg. 9835 et seq.

(2004) and codified at 16 Tex. Admin. Code § 25.303, as such section may be amended,

and any successors thereto.

(x) "PURA" shall mean the Public Utility,;Regulatory, Act, Texas Utilities

Code, Title 2, as amended from time to time.

(y) "Qualified Contributions" shall mean all amounts contributed to the

Qualified Funds for Decommissioning Costs and Administrative Costs of the Units

collected by WiresCo as part of the Company's cost of service as approved by the PUC.

(z) "Section 468A" shall mean Section 468A of the Code, and any regulations

and rulings of the Service thereunder, as such section and regulations may be amended,

and any successors thereto.

(aa) "Service" shall mean the Internal Revenue Service.

(bb) "STP Unit No. 1" shall mean Unit No. One of the South Texas Project

Electric Generating Station.

10
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(cc) "STP Unit No. I Qualified Fund" shall mean the Fund established and

maintained under the Master Trust for decommissioning STP Unit No. I and Common

Facilities to which monies are contributed subject to the conditions and limitations of

Section 468A.

(dd) "STP Unit No 2" shall mean Unit No. Two of the South Texas Project

Electric Generating Station.

(ee) "STP Unit No. 2 Qualified Fund" shall mean the Fund established and

maintained under the Master Trust for decommissioning STP Unit No. 2 and Common

Facilities to which monies are contributed subject to the conditions and limitations of

Section 468A.

(if) "Trustee" shall mean The Bank of New York Mellon or its successors.

(gg). ".Units? shall, mean STP Unit No. 1, STP Unit No. 2 and the Common

Facilities, collectively.

(hh) "WiresCo" shall have the meaning set forth in the preamble hereto and

shall include its successors and assigns.

1.02 Authorization. Each of the Trustee and the Company hereby represents

and warrants that it has full legal authority and is duly empowered to enter into this Agreement,

and has taken all action necessary to authorize the execution of this Agreement by the officers

and persons signing it.

1.03 Master Trust Purpose. The exclusive purpose of this Master Trust is to

provide funds for the decommissioning of the Units, and in that regard this Master Trust shall

accumulate, invest, reinvest and hold monies for the decommissioning of the Units, and to

disburse monies for that purpose. The Qualified Funds shall constitute qualified nuclear

11
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decommissioning funds for the Units within the meaning of Section 468A. The assets of the

Qualified Funds must be used as authorized by Section 468A. It is not contemplated that the

Non-Qualified Funds shall constitute qualified nuclear decommissioning funds for the Units

within the meaning of Section 468A.

1.04 Establishment of Master Trust. By execution of this Agreement, the

Company irrevocably:

(a) establishes the Master Trust, which shall consist of all Contributions as

may now or hereafter be delivered by or on behalf of the Company to the Trustee,

investments, and reinvestments thereof and earnings and appreciation thereon;

(b) establishes the Funds, each of which shall constitute a trust consisting of

all Contributions as may now or hereafter be delivered to the Trustee by or on behalf of

-the Company and designated for such Fund, together with investments and reinvestments.

thereof and earnings and appreciation thereon; and ..

(c) appoints The Bank of New York Mellon as Trustee of the Master Trust

and each of the Funds.

It is the intention of the Company and the Trustee that this Agreement create an express trust

under the laws of the State of Texas.

1.05 Company to Be Beneficiary. The beneficial ownership of the Funds,

subject to the purpose of the Master Trust, shall be at all times in the Company.

1.06 Name of Master Trust. The Master Trust created by this Agreement shall

be known as the "NRG South Texas Decommissioning Master Trust for the South Texas

Project."

12
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ARTICLE II

DISPOSITIVE PROVISIONS

2.01 Additions to Master Trust. From time to time after the initial Contribution

to the Master Trust, additional Contributions may be made by or on behalf of the Company and

the Trustee shall accept additional Contributions.

2.02 Adiustments for Excess Contributions. The Trustee and the Company

understand and agree that the Contributions made by or on behalf of the Company to any of the

Qualified Funds from time to time may exceed the amount permitted to be paid into such Fund(s)

pursuant to Section 468A based upon changes in estimates, subsequent developments or any

other event or occurrence which could not reasonably have been foreseen by the Company at the

time such Contribution was made (an "Excess Contribution"). Upon certification of the

Company, setting forth the amount of the Excess Contribution, the Trustee shall transfer to -a:

Non-Qualified Fund, the amount of any Excess Contribution (together with any income accrued,,

thereon) as specified by the Company in such Certificate.

2.03 Authorized Representatives. Each of the Authorized Representatives is

authorized and empowered to perform all acts (including the negotiation, execution and delivery

of agreements, instruments, certificates and amendments to the Master Trust Agreement and

other documents and the delegation of any duties as evidenced in writing) as the Authorized

Representative in his sole discretion may deem necessary or appropriate in connection with the

activities of the Master Trust.

13
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2.04 Disbursements from the Funds. The Trustee shall make payments from

the Funds in accordance with the following procedures:

(a) Use of Assets. Except for Administrative Costs, the assets in the

decommissioning trust funds, in the first instance, shall be used to pay the expenses

related to decommissioning the Units as defined by the NRC in its regulations and

issuances, and as provided in the South Texas Project Electric Generating Station licenses

and any amendments thereto. The Trustee acknowledges that the total Trustee and

investment manager fees paid on an annual basis from the trust for the entire portfolio

including commingled funds shall not exceed 0.7% of the entire portfolio's average

annual balance, or such amount as is permitted by 16 Tex. Admin. Code §

25.303(e)(2)(B).

(b) Disbursement Certificates. Requests for payments.of Decommissioning

.,posts or, Administrative Costs (including the fees and expenses of.the Trustee): actually,

incurred and paid or payable by the Company for goods provided or labor or other

services rendered in connection with the decommissioning of the Units or the

administration of this Master Trust shall be submitted to the Trustee on a Disbursement

Certificate executed by the Company.

(c) Payment of Costs. Subject to the requirements of Section 2.04(d) below,

the Trustee shall pay Decommissioning Costs or Administrative Costs when a

Disbursement Certificate is filed with the Trustee. The Disbursement Certificate shall

include the following:

(i) the amount of money to be paid;

(ii) the Fund or Funds from which payment is to be made;

14
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(iii) the purpose for which the obligation to be paid or reimbursed was

incurred and whether the payment is of Decommissioning Costs or Administrative

Costs; and

(iv) the party to which the payment shall be made.

(d) Notice to NRC. Except for disbursements for Administrative Costs, no

disbursements or payments from the Funds shall be made by the Trustee unless the

Trustee has first provided thirty days prior notice of such disbursement or payment to the

NRC and the Trustee has not received written notice of an objection from the NRC

Director, Office of Nuclear Reactor Regulation, by the later of (1) the date that is thirty

days after the giving of such notice, or (2) the date of disbursement. The Public Utility

Commission of Texas shall receive copies of all above notices.

(e) : Payment of Taxes.-'To the 'extent one or more Funds file separate tax.

returns, 'the Trustee shall pay income ari• other takes with respect to the Funds to the'i ,

Service or other appropriate governmental authority. If income from one or more Funds

is includable in the consolidated assets, revenues or income of the Company for tax

purposes, the Trustee shall pay the Company the amount of tax on such assets, revenue or

income allocable to such Funds when a Disbursement Certificate is filed with the Trustee

directing payment from one or more Funds. All of such taxes, whether paid directly or

indirectly, shall constitute Administrative Costs.

(f) Distribution of Master Trust Upon Termination. Upon complete or partial

termination of this Master Trust or of any one or more of the Fund(s) pursuant to Section

2.08 or 2.09 hereof, the Trustee shall assist in liquidating the assets of the Master Trust,

or Fund(s), and distributing the then-existing assets of the Master Trust, or Fund(s)

15
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(including accrued, accumulated and undistributed net income) to the Company;

provided, however, if a Qualified Fund is terminated in whole or in part pursuant to

Section 2.09(a) because of the Qualified Fund's disqualification from the applicability of

Section 468A, the funds or securities withdrawn from the Qualified Fund shall be

transferred to one or more of the Non-Qualified Funds.

(g) Insufficiency of Funds. Notwithstanding the foregoing, the Trustee shall

take no action that would cause a Qualified Fund to become disqualified from the

application of Section 468A. If the assets of any Fund are insufficient to permit the

payment in full of amounts to be paid pursuant to this Section, the Trustee, in the absence

of liability for such deficiency pursuant to the other provisions of this Agreement, shall

have no liability with respect to such insufficiency and no obligation to use its own funds

to pay the same. ,The Trustee shall, however, give the Company immediate notice-of any-

such insufficiency.

2.05 Transfers Between Funds. The Trustee and the Company further

understand and agree that it is of the essence that no transfer of monies is to occur between

Funds except when such transfer is not contrary to the requirements of Section 468A and is

either (a) in accordance with Section 2.02 hereof or (b) pursuant to the direct instructions

contained in a Certificate of the Company.

2.06 Designation of Funds. Upon: (a) remittance of Contributions to the

Master Trust; (b) any disbursement from the Master Trust; or (c) any adjustment to the Funds

pursuant to Section 2.02 or Section 2.05, the Company shall designate, by Certificate, the

appropriate Fund(s) accounts or subaccounts which are to be credited or debited by such
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Contribution, disbursement or adjustment, and the Trustee shall credit or debit the appropriate

Fund(s) accounts or subaccounts in accordance with such designation.

2.07 No Transferability of Interest in Master Trust: Exception. The interest of

the Company in the Master Trust is not transferable by the Company, whether voluntarily or

involuntarily, nor subject to the claims of creditors of the Company. Notwithstanding the

foregoing, however, if the Company sells or transfers all or part of its ownership interest in any

Unit or Units, including without limitation a sale or transfer to an affiliate of the Company, the

Company may transfer a proportionate part of its interest in the Master Trust or any Fund.

2.08 Termination of Master Trust. Subject to the right of the parties to amend

this Agreement as provided in Section 7.01, this Master Trust shall be irrevocable and will

terminate upon the earliest of:

(a) i receipt by the:Trustee~bf a Certificate from the Company stating that the . . " -

NRC has -terminated the licenses of both Units pursuant to 10 C.F.R. § 50.82(f), or any<.

successor regulation;

(b) except for any sale or transfer permitted under Section 2.07, receipt by the

Trustee of a Certificate from the Company stating that the Company has sold, transferred

or otherwise disposed of all of its ownership interest in both Units; or

(c) the twentieth anniversary of the date of the death of the survivor from

among a class consisting of all of the descendants of John D. Rockefeller, late of New

York, New York, born on or prior to January 1, 1990.
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2.09 Termination of Funds of Master Trust. Subject to the right of the parties

to amend this Agreement as provided in Section 7.01 hereof, one or more of the Funds (in whole

or in part) shall terminate upon the earliest of:

(a) with respect to a Qualified Fund only, the Fund's disqualification from the

application of Section 468A, whether pursuant to an administrative action on the part of

the Service or the decision of any court of competent jurisdiction, but in no event earlier

than the date on which all available appeals have been either prosecuted or abandoned

and the period of time for making any further appeals has elapsed;

(b) with respect to a Qualified Fund only, the sale, transfer or other

disposition by the Company of any interest in the related Unit, to the extent provided by

Section 468A; or

-(c),• with respect to a Non-Qualified Fund only, the. disposition 'by- the

Company, of any interest in the related Unit, in the same proportion of the Non-Qualified,.

Fund as the Contributions to such Fund are to be used to decommission such Unit.

ARTICLE III

MASTER TRUST MANAGEMENT AND ADMINISTRATION

3.01 Duties of Management. The Trustee shall manage the Master Trust and

perform all duties attendant thereto, including the execution of whatever contracts, agreements or

other documents necessary to manage and invest such assets, subject to the terms and provisions

of this Agreement. In performing its duties under this agreement, the Trustee shall exercise the

same care and diligence that it would devote to its own property in like circumstances. The

Trustee is authorized to purchase, enter, sell, hold, and generally deal in any manner in and with

contracts for the immediate or future delivery of financial instruments and foreign exchange or
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foreign exchange contracts; to grant, purchase, sell, exercise, permit to expire, permit to be held

in escrow, and otherwise to acquire, dispose of, hold and generally deal in any manner with and

in all forms of options in any combinations. The Trustee, with the consent of the Company, or

the Company may retain the services of such professional advisors, legal counsel and

administrative support as may be necessary to administer the Master Trust. The reasonable fees

and/or compensation. of any party so retained shall, to the extent not already included in the

Trustee's compensation, be regarded as appropriate Administrative Costs payable in accordance

with Section 2.04 hereof.

3.02 Limitations on Trustee Actions. The Trustee shall not take any action or

participate in any transaction which would violate the terms and conditions of this Agreement.

Further, the Trustee shall not take any action or participate in any transaction inconsistent with

any instructions provided in a Certificate of the.Comnpany so long as the terms and conditions of

the Certificate are consistent.with this Agreement':•;`.'. ý, ; :

ARTICLE IV

ACCOUNTS AND REPORTS

4.01 Establish Fund Accounts and Subaccounts. In accordance with the

provisions of Section 2.06 hereof, the Trustee shall maintain separate accounts and subaccounts

(including the spent fuel management and large component disposal subaccounts previously

approved by the PUC), as are designated in writing from time to time by the Company for each

Fund established by this Agreement to account for Contributions made to each Fund, and all

income and other increments to each Fund and disbursements from each Fund. Any additional

subaccounts proposed in the future by the Company are subject to the prior approval of the PUC.
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4.02 Accounts and Subaccounts: Quarterly and Annual Reports. The Trustee

shall keep accurate and detailed accounts of all Contributions, investments, receipts and

disbursements, Administrative Costs and other transactions hereunder, and all accounts,

subaccounts, books and records relating thereto shall be open at all reasonable times to

inspection by the Company or by any other person designated by the Company and may be

audited not more frequently than once in each fiscal year by the Company or an independent

certified public accountant engaged by the Company. Such accounts and subaccounts shall be

maintained on an accrual basis and in such a manner as to enable the Trustee to furnish separate

accounts and reports for each Fund. Within forty-five days following the close of each fiscal

quarter or year, the Trustee shall prepare and furnish to the Company a written report setting

forth with respect to each Fund all Contributions, investments, receipts and disbursements and

,othepr.transactions effected by it during the, preceding fiscal quarter, or year with irespet,4to year-.

endstatements,jncluding a description of all securities and investments purchased and sold; with

the cost and net proceeds of such purchases or sales, showing all cash, securities and other

property held by each Fund at the end of such fiscal quarter or year and providing a valuation of

the cash, securities and other property held by each Fund at the end of such fiscal quarter or year.

Within ninety days following the removal or resignation of the Trustee as provided in Article VI

hereof, the Trustee shall prepare and furnish to the Company and to any Successor Trustee a

written report containing all of the information required for fiscal year-end statements pursuant

to this Section with respect to the period from the close of the previous fiscal year to the date of

such removal or resignation. The Trustee shall also provide a valuation of the cash, securities

and other property held by each Fund on such other dates as may be specified by the Company.

Copies of all records relating to the Master Trust and each of the Funds shall be maintained by
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the Trustee until the termination of the Master Trust and distribution of all of the assets of the

Master Trust. Before destruction of any such records, the Trustee shall offer them to the

Company. Such copies may be maintained on microfilm or microfiche.

4.03 Tax Returns and Monthly Reports.

(a) Tax Returns. The Trustee and the Company shall. cooperate in the

preparation of income or franchise tax returns or other reports as may be required from

time to time. If deemed necessary or appropriate, the Trustee, with the Company's prior

written, consent, or the Company may employ independent certified public accountants

or other tax counsel to prepare or review such returns and reports. The Trustee agrees to

sign all tax returns or other reports where required by law to do so or arising out of the

Trustee's responsibilities hereunder. The Trustee shall prepare and submit to the

Company in a timely manner all infonnatiow.requested: by the Company regarding the

Funds required to::be•"included; 4iin. the Company's fedetalWstate and local income tax

returns or other reports. Any interest or penalty charges assessed against the Master

Trust or any Fund pursuant to Chapters 67 or 68 of the Code or pursuant to any similar

state or local tax provisions shall be an Administrative Cost unless caused by the

Trustee's negligence or willful misconduct, in which case such interest or penalty charges

shall be borne by the Trustee and not the Master Trust. The Trustee agrees to notify the

Company immediately of the commencement of the audit of any Fund's federal, state or

local tax return, and to participate with the Company on behalf of the Fund in such audits

and related inquiries. The Trustee shall provide the Company with any additional

information in its possession regarding the Funds which may be required by the

Company to be furnished in an audit of the Company's federal, state or local tax returns.
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(b) Monthly Investment Activity Reports. The Trustee shall present to the

Company on a monthly basis a report setting forth all investments purchased and sold by

the Investment Manager(s) or by the Trustee during the previous month.

ARTICLE V

INVESTMENTS

5.01 Investments in Eligible Investment. The Funds shall be invested solely in

Eligible Investments, regardless of whether the Trustee, an Investment Manager or the Company

is making the investment decision. The Trustee shall have the duty to review all proposed

investments and to inform the Company and any Investment Manager if, in the Trustee's

opinion, the proposed investment falls within the parameters set forth on Exhibit D (which has

been provided to the Trustee by and approved by the Company) attached hereto. The Trustee,

Investment Manager,or,p anyoneelse directing the investments made in theýtrust shallta dhere to :.•, .

the. investment, guidelines provided by the Company incorporating the, .standarsi f0•, suqh•::i

investments as set forth in PUC Substantive Rule 25.303 (16 Tex. Admin. Code 25.303), as such

section may be amended, and any successors thereto.

5.02 Investment Authority: Investment Managers.

(a) Trustee, Investment Manager(s) or Both to Manage Investments. The

Company shall from time to time specify by Certificate to the Trustee whether the

investment of the Funds shall be managed solely by the Trustee, or shall be directed by

one or more Investment Managers appointed by the Company, or whether both the

Trustee and one or more Investment Managers are to participate in investment

management and if so how the investment responsibility is to be divided with respect to

assets, classes of assets, separate Funds, accounts or subaccounts specified and defined in
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such Certificate. In the event that the Company shall fail to specify pursuant to this

Section the person or persons who are to manage the investment of the Funds or any

portion thereof, the Trustee shall promptly give notice of this fact to the Company. With

the consent of the Trustee, the Company may designate the Trustee as Investment

Manager of that portion of the Funds. If the Company does not designate an Investment

Manager and the Trustee is unable or unwilling to serve as Investment Manager, the

Company shall be Investment Manager of that portion of the Funds. If the Trustee is

managing the investment of the Funds or any portion thereof, it shall follow any

instructions issued by the Company in a Certificate unless those instructions are contrary

to the Trustee's fiduciary duties under this Agreement. If investment of all or a portion

of any Fund is to be directed in whole or in part by an Investment Manager,, the Trustee

shall be given written notification bofthed'ppointmenit. of the Investment Manager and his

acceptance of such appointment.and 'aknowledgih6t 'that he is§a fiduciary of this Master

Trust. The Investment Manager shall also provide the Trustee a certificate identifying,

with specimen signatures, the persons authorized to give instructions or directions to the

Trustee on its behalf. The Trustee may continue to rely upon such instruments and

certificates until otherwise notified in writing by the Company or the Investment

Manager.

(b) Trustee to Follow Investment Manager Directions: Exceptions. The

Trustee shall follow the directions of the Investment Manager regarding the investment

and reinvestment of the portion of the Funds as shall be under management by the

Investment Manager, provided that the Trustee shall not follow such directions if to do so

would result in a violation of Section 5.03. Except as stated in the foregoing sentences,
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the Trustee shall be under no duty or obligation, with respect to Funds or portions thereof

managed by an Investment Manager, to (i) review any investment to be acquired, held or

disposed of pursuant to directions from an Investment Manager or (ii) make any

recommendations with respect to the disposition or continued retention of any such

investment. The Trustee, if it is managing any investments for any of the Funds or

portions thereof, and each Investment Manager, if any, shall have a continuing duty to

review the Funds under its management to determine the appropriateness of such assets,

investments and funds. With respect to Funds or portions thereof managed by an

Investment Manager, the Trustee shall have no liability or responsibility for acting

without question on the direction of, or failing to act in the absence of any direction from,

the Investment Manager, unless (i) such action or inaction would be contrary to the
provi'sionsiof this •Section: 5.02(b);ý:(ii) the Trustee has actual knowledge that, by,'suc ,,.

actionriorfailure. tdaet it wil bej participating. in a breach of fiduciary duty" yi th6-14

Investment Manager; or (iii) such action or inaction would result in a violation of the

Trustee's fiduciary duties under the terms of this Agreement.

(c) Trades by Investment Manager. An Investment Manager at any time and

from time to time may issue orders for the purchase or sale of Eligible Investments

directly to a broker, and in order to facilitate such transaction the Trustee upon request

shall execute and deliver appropriate trading authorizations. Written notifications of the

issuance of each such order shall be given promptly to the Trustee by the Investment

Manager, and the execution of each such order shall be confirmed to the Trustee by the

broker. Such notification shall be authority for the Trustee to pay for Eligible

Investments purchased against, receipt thereof and to deliver securities sold against
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payment therefor, as the case may be. All notifications concerning investments made by

the Investment Manager shall be signed by such person or persons, acting on behalf of

the Investment Manager as may be duly authorized in writing; provided, however, that

the transmission to the Trustee of such notifications by telecopy with duplicate of

facsimile signature or signatures shall be considered a delivery in writing of the aforesaid

notifications until the Trustee is notified in writing by the Investment Manager that the

use of such devices with duplicate or facsimile signatures is no longer authorized. The

Trustee shall be entitled to rely upon such directions which it receives by such means if

so authorized by the Investment Manager and shall in no way be responsible for the

consequences of any unauthorized use of such device which was not, in fact, known by

the Trustee at the time to be unauthorized. The Trustee shall, as promptly as possible,

comply with any written directions 'giveibnby 'theifnvestment Mana'ger hereunder, and,

where such directions are given by;, phbbtotatieiSeletransmission with facsimile signature

or signatures, the Trustee shall be entitled to presume that any directions so given arm

fully authorized.

(d) Removal of Investment Manager. The Company shall have the right to

remove any Investment Manager. In the event that an Investment Manager should resign

or be removed by the Company, the Company shall appoint another Investment Manager

(including with the consent of the Trustee, the Trustee) for the portion of the Funds under

management by such Investment Manager at the time of its resignation or removal. If the

Company does not designate another Investment Manager, and the Trustee is unable or

unwilling to serve as Investment Manager for that portion of the Funds, the Company

shall be Investment Manager for that portion of the Funds.
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5.03 Limitations on Investment Transactions. Notwithstanding anything

contained in this Agreement to the contrary, the Trustee may not authorize or carry out (a) any

purchase, sale, exchange or other transaction which would constitute an act of "self-dealing"

within the meaning of Section 4951 of the Code, as such section is made applicable to the Funds

by Section 468A(e)(5) of the Code or (b) any investment which could result in a Fund's

acquisition of an investment that falls within the parameters set forth on Exhibit D hereto. The

Trustee shall not (x) lend monies or securities from any of the Funds to itself, its officers or

directors, or (y) invest or reinvest monies from the Funds directly in securities issued by the

Trustee, except for time deposits, demand deposits or money market accounts of the Trustee.

Notwithstanding the foregoing (assuming applicable laws so permit), monies from the Funds

may be invested in mutual funds or common trust funds that contain securities issued by the

Trustee if the securities of the Trustee, constitute no ,fmore than five percent of the fair market

value, of the assets of such mutual funds iait 'the -time o.fthe investment; pirovided, however, that

the Trustee shall have no duties under Section 5.02 with respect to the investment in such mutual

fund or common trust fund made at the direction of an investment manager or the Company.

5.04 Disposition of Investments. When required to make any payments under

Section 2.04 hereof, the Trustee shall sell investments at the best price reasonably obtainable, or

present investments for prepayment, and follow directions from the Company or an Investment

Manager if such directions are provided. The proceeds of any such sale or liquidation shall be

credited pro rata to the Fund or Funds to which such investments were credited prior to such sale

or liquidation. The Trustee shall have no liability, except for its own negligence or willful

misconduct, with respect to any sale or prepayment of an investment directed by the Company or

an Investment Manager or made by an Investment Manager through a broker-dealer.
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5.05 Allocation of Income.

(a) Generally. The Trustee shall not be precluded from pooling amounts in

the Funds for investment purposes, provided that all investments are to be made only in

Eligible Investments. To the extent amounts in more than one Fund are pooled, the

Trustee shall allocate the earnings and losses in a manner permitted by Section 468A (if a

Qualified Fund is involved) and, if so permitted, may treat each Fund participating in

such investment as having received or accrued a ratable portion of the income from such

investment for any period.

(b) Principal and Income. All questions relating to the ascertainment of

income and principal and the allocation of receipts and disbursements between income

and principal shall be resolved by the Trustee in accordance with the terms of Section

113.102 of the Texa Trust- 6accounting purposes, as of the end, of each,"" ;.Wi•W, •>:V'

Accounting Period-of thie Mater Trustithe income of the Master Trust shall, for purposes-,!

of all subsequent Accounting Periods, be treated as Master Trust principal. The Trustee

and any Investment Manager shall have the same duties with regard to Master Trust

income as to Master Trust principal.

5.06 Settlement of Transactions. Settlements of transactions may be effected in

trading and processing practices customary in the jurisdiction or market where the transaction

occurs. The Company acknowledges that this may, in certain circumstances, require the delivery

of cash or securities (or other property) without the concurrent receipt of securities (or other

property) or cash and, in such circumstances, the Trustee shall have no responsibility for

nonreceipt of payment (or late payment) by the counterparty.
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5.07 Reimbursement. If the Trustee advances cash or securities to facilitate the

settlement of a transaction or in the event that the Trustee shall incur or be assessed taxes,

interest, charges, expenses, or assessments in connection with the performance of this

Agreement, except such as may arise from its own negligent action, negligent failure to act or

willful misconduct, any property at any time held for the Fund or under this Agreement shall be

security therefor and the Trustee shall be entitled upon reasonable notice to the Company to

collect from the Fund sufficient cash for reimbursement, and if such cash is insufficient, dispose

of the assets of the Company held under this Agreement to the extent necessary to obtain

reimbursement. To the extent the Trustee advances funds to the Fund for disbursements or to

effect the settlement of purchase transactions, the Trustee shall be entitled to collect from the

Fund an amount equal to either (i) with respect to domestic assets, an amount equal to what

would-,have been earned oný.!the;-sums, advanced; (an amount approximating the "federal-.fundsi'-i,--s>

interest rate) ,or :ý(ii)- with respect to nondomestic assets, the rate applicable to the .appropriate . .

foreign market.

ARTICLE VI

THE TRUSTEE

6.01 General Power. The Trustee shall have, with respect to the Master Trust,

the following fiduciary powers to be exercised in the best interests of the Master Trust, and

which are to be exercised as the Trustee, acting in such fiduciary capacity, in its discretion, shall

determine and, except as otherwise provided, which are intended in no way to limit the powers of

the office, namely:

(a) Registration of Securities. To cause any investment, either in whole or in

part, in the Fund to be registered in, or transferred into, the Trustee's name or the names
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of a nominee or nominees, including but not limited to that of the Trustee or an affiliate

of the Trustee, a clearing corporation, or a depository, or in book entry form, or to retain

any such investment unregistered or in a form permitting transfer by delivery, provided

that the books and records of the Trustee shall at all times show that such investments are

a part of the Fund; and to cause any such investment, or the evidence thereof; to be held

by the Trustee, in a depository, in a clearing corporation, in book entry form, or by any

other entity or in any other manner permitted by law; provided that the Trustee shall not

be responsible for any losses resulting from the depositor maintenance of securities or

other property (in iccordance with market practice, custom, or regulation) with any

recognized foreign or domestic clearing facility, book-entry system, centralized custodial

depository, or similar organization.

-b) Receipt of MV~on'ey. ',To collect and receive any and fill fiminey anid ooitdr'- -.

property due to'the-Funds"and to'give full discharge therefor.

(c) Resolution of Claims. To settle, compromise or submit to arbitration any

claims, debts or damages due or owing to or from the Master Trust; to commence or

defend suits or legal proceedings to protect any interest of the Master Trust; and to

represent the Master Trust in all suits or legal proceedings in any court or before any

other body or tribunal.

(d) Voting of Securities. In its discretion, to exercise all voting rights with

respect to any investment held in the Funds and to grant proxies, discretionary or

otherwise, with respect thereto, except that, at any time when an Investment Manager

shall be acting as provided in Section 5.02, the Trustee shall not exercise its discretion

with respect to voting any such securities under management of such Investment
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Manager but shall vote such securities only upon and in accordance with the direction of

the Investment Manager or shall send such Investment Manager all proxies and proxy

materials relating to such securities, signed by the Trustee without indication of voting

preference, and the Investment Manager shall exercise all voting rights with respect

thereto.

(e) Location of Assets. To keep the Master Trust domiciled in the United

States.

A

(f) Retention of Professional Services. To execute any of the powers hereof

and perform the duties required of it hereunder by or through its employees, agents,

attorneys or receivers.

(g) Designation of Ministerial Powers. To delegate to other persons such

ministerial powers and duties as.theTrustee may deem.to be advisable.,

(h) Texas Trust Code. To exercisealJ jright., powers,,options and privileges

now or hereafter granted to, provided for or vested in, trustees under the Texas Trust

Code, except such as conflict with the terms of this Agreement or applicable law.

(i) Powers of Trustee to Continue Until Final Distribution. To exercise any

of such powers after the date on which the principal and income of the Master Trust shall

have become distributable and until such time as the entire principal of, and income from,

the Master Trust shall have been actually distributed by the Trustee. It is intended that

distribution of the Master Trust will occur as soon as possible upon termination of the

Master Trust, subject, however, to Sections 2.04(d), 2.08 and 2.09.

C
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(j) Discretion in Exercise of Powers. To do any and all other acts, not

inconsistent with the Texas Trust Code, which the Trustee shall deem proper to effectuate

the powers specifically conferred upon it by this Agreement.

Notwithstanding the foregoing, however, the Trustee may not do any act or knowingly engage in

any transaction which would:

(x) Disqualify either of the Qualified Funds from the application of Section

468A;

(y) Violate the Trustee's fiduciary duties under this Agreement; or

(z) Violate the terms and conditions of any instructions provided by

Certificate by the Company to the extent such instructions are consistent with the

Trustee's fiduciary duties under this Agreement.

6.02 Desi6naton and Qualification of Successor Trustee(s)? Tle C p y by

this Agreement as appointed te corporate fiduciary named herein having all requisite corporate,, ,

power and authority to act as the sole original Trustee. The Trustee shall act in accordance with

the directions provided to it by the Company under the terms of this Agreement. At any time

during the term of this Master Trust, the Company shall have the right to remove the Trustee

acting hereunder and appoint another qualified corporation as a Successor Trustee upon thirty

days' notice in writing to the Trustee, or upon such shorter notice as may be acceptable to the

Trustee. In the event that the Trustee or any Successor Trustee shall: (a) become insolvent or

admit in writing its insolvency; (b) be unable or admit in writing its inability to pay its debts as

such debts mature; (c) make a general assignment for the benefit of creditors; (d) have an

involuntary petition in bankruptcy filed against it; (e) commence a case under or otherwise seek

to take advantage of any bankruptcy, reorganization, insolvency, readjustment of debt,
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dissolution or liquidation law, statute or proceeding; or (f) resign; the Trustee or Successor

Trustee shall cease to act as a fiduciary of this Master Trust and the Company shall appoint a

Successor Trustee. Any Successor Trustee shall be a bank or trust company incorporated and

doing business within the United States of America and having a combined capital and surplus of

at least $50,000,000, if there be such an institution willing, able and legally qualified to perform

the duties of Trustee hereunder upon reasonable or customary terms. Any Successor Trustee

shall accept its appointment to serve by a duly acknowledged acceptance of this Master Trust,

delivered to the Company and the Trustee then serving. The acceptance shall specify the date on

which it will assume its duties as Successor Trustee, which date shall be at least ten days after

delivery of the acceptance to the Company and the Trustee then serving, unless both such parties

agree to an earlier date. Upon acceptance of such appointment by the Successor Trustee, the

Trustee shall assign, transfer and pay overto'such Successor Trustee the monies and properties

then constituting the Master Trust4T- AnySuccessor -Trustee shall have all the rights, powers,

duties and obligations herein granted to the original Trustee.

If for any reason the Company cannot or does not act in the event of the resignation or

removal of the Trustee, as provided above, the Trustee may apply to the United States District

Court for the Southern District of Texas, Houston Division, for the appointment of a Successor

Trustee. Any expenses incurred by the Trustee in connection therewith shall be deemed to be an

Administrative Cost.

6.03 Resignation. The Trustee or any Successor Trustee hereof may resign and

be relieved as Trustee at any time by a duly acknowledged instrument, which shall be delivered
L

to the Company by the Trustee not less than sixty days prior to the effective date of the Trustee's

resignation or upon such shorter notice as may be acceptable to the Company. No such
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resignation shall take effect until a successor Trustee shall have been appointed and shall have

accepted such appointment.

6.04 Compensation. The Trustee shall be entitled to compensation as may be

agreed to from time to time by the Company and the Trustee. Such compensation shall be

payable by the Company, shall constitute an Administrative Cost and shall be payable from or

reimbursable by the Master Trust.

6.05 Liability. The Trustee shall be liable for the acts, omissions and defaults

of its own officers, employees and agents. Except where the Trustee exercises its investment

discretion as provided in this Agreement, the Trustee shall not be liable for the acts or omissions

of any Investment Manager(s) acting hereunder. The Trustee shall not be responsible or liable

for any losses or damages suffered by the Fund arising as a result of the insolvency of any
custodian,, subtrustee or "subustodian except "to the extent the Trustee was negliget"iri 'itsi'

selection dr 'continied; retentioiof'osuch'entitýy,- and shall not be liable for any indirect,'! ' ,.

consequential, or special damages with respect to its role as Trustee.

Notwithstanding the foregoing, the Trustee (and not the Master Trust) shall be liable for

(a) any direct damages arising from the failure of the Trustee to comply with the applicable

provisions of Section 5.01; (b) any tax imposed pursuant to Section 4951 of the Code (or any

applicable successor provision) as such section is made applicable to the Master Trust or the

Trustee; and/or (c) any consequences flowing from violation of the restrictions on the investment

of Qualified Fund assets outlined in Section 468A or applicable successor Code sections.

The Trustee is prohibited from doing any act or knowingly engaging in any transaction

that would violate the terms and conditions of any instructions provided by written Certificate of

the Company to the extent that such instructions are consistent with the Trustee's fiduciary duties
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* -

under this Agreement. Upon receipt of a Certificate of the Company giving the Trustee notice of

either (a) instructions of the Company to the Trustee, or (b) acts or transactions the Company

believes constitute a violation by the Trustee of the provisions of this Agreement, the Trustee

shall follow the instructions of the Company to the extent that such instructions are consistent

with the Trustee's fiduciary duties under this Agreement, and/or cease and desist from the acts

identified in the Certificate as violating the provisions of this Agreement. To the extent the

Trustee fails to follow the instructions of the Company that are consistent with the Trustee's

fiduciary duties under this Agreement, or continues with any act identified in the Certificate as

violating the provisions of this Agreement, from the date of receipt of the Certificate providing

the instructions and/or notice of violation of the provisions of this Agreement, the Trustee (and

not the Master Trust) shall be liable for all direct damages arising from its failure to follow such

:.Tinstructions, and/orarising from a breach by the Trustee; of this-Agreement.- .Notwvithstanding the

4foregoing, the Trustee (and not the Master Trust)-shall~be liable for direct, damages arising from

any breach by the Trustee of this Agreement, regardless of whether notice thereof was provided

by the Company.

6.06 Indemnity of Trustee. The Company shall indemnify and hold harmless

the Trustee from all claims, liabilities, losses, damages and expenses, including reasonable

attorneys' fees and expenses, incurred by the Trustee in connection with this Agreement, except

as a result of the Trustee's own gross negligence or willful misconduct. This indemnification

shall survive the termination of this Agreement.
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ARTICLE VII

MISCELLANEOUS

7.01 Schedule of Company Affiliates. The Company shall amend Exhibit B

from time to time so that it contains a true, complete and correct listing of all affiliates of the

Company.

7.02 Alterations and Amendments. The Trustee and the Company understand

and agree that modifications or amendments may be required to this Agreement from time to

time to effectuate the purposes of this Master Trust. This Agreement may be amended by an

instrument in writing executed by the Company and the Trustee. Copies of all such amendments

shall be provided to the PUC at its address in Austin, Texas. This Agreement may not be

amended so as to violate Section 468A with respect to the Qualified Funds. Notwithstanding any

provision herein to the ontrary, i) fieCompany and-"ihe Trustee may, by mutual agreement,

revise Exhibits B, C -anid Dhetiot and (ii) this`Agreeetii' c ot be modified in any material

respect without first providing thirty days" prior written notice to the NRC Director, Office of

Nuclear Reactor Regulation.

7.03 Headings. The section headings set forth in this Agreement and the Table

of Contents are inserted for convenience of reference only and shall be disregarded in the

construction or interpretation of any of the provisions of this Agreement.

... .

.
'.'-.~ 10
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7.04 Particular Words. Any word contained in the text of this Agreement shall

be read as the singular or plural and as the masculine, feminine or neuter as may be applicable or

permissible in the particular context. Unless otherwise specifically stated, the word "person"

shall be taken to mean arid include an individual, partnership, association, trust, company or

corporation.

7.05 Parties Interested Herein. Nothing expressed or implied in this Agreement

is intended or shall be construed to confer upon, or to give to any person, other than the

Company and the Trustee, any right, remedy or claim under or by reason of this Agreement, or

any covenant, condition or stipulation contained herein. The Company shall be entitled to

receive payments for Decommissioning Costs and Administrative Costs which the Company

may incur.

- .. , 706 Severability of Provisions. If any provision of-this Agreement, ,or ý,its',,,,,,-

application9to, any person or entity or in any circumstances& shall, be invalid and inenforceable;'

the application of such provision to persons and in circumstances other than those as to which it

is invalid or unenforceable and the other provisions of this Agreement shall not be affected by

such invalidity or unenforceability.

7.07 Form and Content of Communications. The names of any person

authorized to act on behalf of the Company shall be certified, with the specimen signature of

such person, to the Trustee by the Company. Until appropriate written evidence to the contrary

is received by the Trustee, it shall be fully protected in relying upon or acting in accordance with

any written notice, instruction, direction, certificate, resolution or other communication believed

by it to be genuine and to be signed and/or certified by any proper person, and the Trustee shall

be under no duty to make any investigation or inquiry as to the truth or accuracy of any statement
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contained therein. Until notified in writing to the contrary, the Trustee shall have the right to

assume that there has been no change in the identity or authority of any person previously

certified to it hereunder.

7.08 Delivery of Notices Under Agreement. Any notice required by this

Agreement to be given to the Company or the Trustee shall be deemed to have been properly

given when delivered, or when mailed, postage prepaid, by registered or certified mail, to the

person to be notified as set forth below:

If to the Company:

NRG South Texas LP
211 Carnegie Center
Princeton, New Jersey 08540
Attention: Treasurer

If to the Trustee:

The Bank of New York Mellon
'One Mello Bank Center- -'

Pittsburgh, Pennsylvania 15258
Attention: Trust Officer

The Company or the Trustee may change its respective address by delivering notice thereof in

writing to the other party.

7.09 Successors and Assigns. Subject to the provisions of Section 2.07 and

6.02, this Agreement shall be binding upon and inure to the benefit of the Company, the Trustee

and their respective successors and assigns.

7.10 Governing Jurisdiction. This Master Trust is a Texas trust, and all

questions pertaining to its validity, construction and administration shall be determined in

accordance with the laws of the State of Texas, including the Texas Trust Code, as if executed in
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and to be wholly performed within the State of Texas; provided, however, that the Trustee need

not be qualified to exercise trust powers in the State of Texas.

7.11 Counterparts. This Agreement may be executed in any number of

counterparts, each of which shall be an original, with the same effect as if the signatures thereto

and hereto were upon the same instrument.

7.12 Compliance with Laws, Rules and Regulations. The Company and the

Trustee intend that this Agreement, all investments made for the Funds and all action taken

hereunder shall comply In all respects with federal, state and other laws, rules and regulations

applicable to the Funds and this Agreement, including without limitation, rules and regulations

promulgated by the NRC and the PUC. Therefore, each of the Trustee, the Company and any

Investment Manager shall each comply with all federal, state and other laws, rules and

. regulations that may be applicable to it in connection with1 theperformance of its'dutieS' under

7.13 Force Majeure. Notwithstanding anything in this Agreement to the

contrary, the Trustee shall not be responsible or liable for its failure to perform under this

Agreement or for any losses to the Fund resulting from any event beyond the reasonable control

of the Trustee, its agents or subcustodians, including but not limited to, nationalization, strikes,

expropriation, devaluation, seizure, or similar action by any governmental authority, de facto or

de jure; or enactment, promulgation, imposition or enforcement by any such governmental

authority of currency restrictions, exchange controls, levies or other charges affecting the Fund's

property; or the breakdown, failure or malfunction of any utilities or telecommunications

systems; or any order or regulation of any banking or securities industry including changes in

market rules and market conditions affecting the execution or settlement of transactions; or acts
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of war, terrorism, insurrection or revolution; or acts of God; or any other similar event. This

Section shall survive the termination of this Agreement.

44 ,,.
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IN WITNESS WHEREOF, the Company and the Trustee have set their hands and seals

to this Agreement as of the day and year first above written.

NRG SOUTH TEXAS LP
By: Texas Genco OP, LLC,
Its General Partner

By_
Title: Vice Piestffeii-ad Treasurer

THE BANK OF NEW YORK MELLON
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EXHIBIT A

,...DISBURSEMENT CERTIFICATE
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DISBURSEMENT CERTIFICATE

The undersigned, being an Authorized Representative of NRG South Texas LP (the
"Company"), a Texas limited partnership, and, in such capacity, being authorized and
empowered to execute and deliver this certificate, hereby certify to the Trustee of the NRG South
Texas Decommissioning Master Trust for the South Texas Project, pursuant to Section 2.04 of
that certain Fourth Amended and Restated Decommissioning Master Trust Agreement, dated as
of July 13, 2009, between the Trustee and Company, as it may be amended, as follows:

(1) the Company has incurred Decommissioning Costs in connection with the
decommissioning of STP Unit No. [1) [2] or Administrative Costs relating to the Master
Trust in the amounts and for the purposes provided on the schedule attached hereto; and

(2) all such amounts constitute Decommissioning Costs or Administrative Costs.

Accordingly, you are hereby authorized to withdraw $ from the [STP Unit
No. 11) [2] [Non-]Qualified Fund of the Master Trust and to pay such amount to the Company
for such purpose. You are further authorized to disburse such sum, once withdrawn, directly to
such Payees in the following manner: [Describe: CHECK, WIRE TRANSFER, ETC.] on or
before

Executed this __ day of__ ._

By
Authorized Representative
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SECOND AMENDED AND RESTATED
DECOMMISSIONING MASTER TRUST AGREEMENT NO. 2

FOR THE SOUTH TEXAS PROJECT

THIS TRUST AGREEMENT, originally made as of May 19, 2005, amended and

restated as of October 18, 2007, is further amended and restated as of July 13, 2009 by and

among NRG South Texas LP, a Texas limited partnership (the "Company"), and The Bank of

New York Mellon (successor by operation of law to Mellon Bank, N.A.), a New York state bank

having trust powers (the "Trustee"):

WHEREAS, the Company is the owner of: (1) a thirteen and two-tenths percent (13.2%)

undivided interest in Unit No. One of the South Texas Project Electric Generating Station (the

"STP Unit No. 1 Additional Interest"); (2) a thirteen and two-tenths percent (13.2%) undivided

interest in Unit No. Two of the South Texas Project Electric Generating Station (the "STP Unit

!.No. 2*Additional Interest"); and (3) a thirteen and two-tenths percent (13.2%) uridivided interest

in certain facilities serving both STP Unit No. 1 and STP Unit No. 2 (the "Common, Facilities

Additional Interest"); all acquired from AEP Texas Central Company ("TCC") pursuant to that

certain Purchase and Sale Agreement by and between TCC, City of San Antonio, acting by and

through the City Public Service Board of San Antonio ("CPS") and the Company dated as of

September 3, 2004 (the "PSA"); and

WHEREAS, the Company for purposes of this Trust is subject to regulation by the Public

Utility Commission of Texas (the "PUC"), an agency of the State of Texas, and by the Nuclear

Regulatory Commission (the "NRC"), an agency of the United States government; and

WHEREAS, the NRC has promulgated regulations in Title 10, Chapter 1 of the Code of

Federal Regulations, Part 50, requiring the Company, as a holder of a license issued pursuant to

10 C.F.R., Part 50, to provide assurance that funds will be available when needed for required

decommissioning activities; and
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WHEREAS, the PUC has adopted PUC Substantive Rule § 25.303, which, inter alia,

prescribes TCC's continuing responsibility for collecting decommissioning funds through its

rates pursuant to Public Utility Regulatory Act ("PURA") § 39.205; and

WHEREAS, pursuant to PUC Substantive Rule § 25.303 and the PSA, TCC and the

Company have entered into an Amended and Restated Decommissioning Funds Collection

Agreement dated October 18, 2007 (the "DFCA"); and

WHEREAS, pursuant to Section 468A of the Internal Revenue Code of 1986, certain

federal income tax benefits are available to the Company by creating and funding qualified

decommissioning funds associated with the South Texas Project Electric Generating Station; and

WHEREAS, the PUC has authorized TCC, pursuant to PURA § 39.205, to include in its

cost of service for ratemaking purposes certain amounts to be collected as nonbypassable charges

*.:.' from retail" customers, and to be contributed by TCC to decommissioning funds in' order to'

p-.,-.roide monies forte decommissioning costs with respect to 'the STP Unit No.l1Additnal .

Interest, the STP Unit No. 2 Additional Interest and the Common Facilities Additional Interest;

and

WHEREAS, the Company wishes to maintain a qualified trust fund with respect to each

of the STP Unit No. I Additional Interest and the STP Unit No 2 Additional Interest, and one or

more non-qualified trust funds with respect to the STP Unit No. 1 Additional Interest and the

STP Unit No. 2 Additional Interest to accumulate monies with which to pay the Company's

share of decommissioning costs for the STP Unit No. I Additional Interest, the STP Unit No. 2

Additional Interest and the Common Facilities Additional Interest;

NOW, THEREFORE, in consideration of the mutual promises herein contained, and

TCC's agreement pursuant to the DFCA to deliver or have delivered to the Trustee Contributions
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of monies, the Trustee hereby agrees to continue to receive the Contributions of monies to the

Master Trust;

TO HAVE AND TO HOLD such monies and such additional monies as may from time

to time be added thereto as provided herein, together with the proceeds and reinvestments thereof

(hereinafter collectively called the "Master Trust");

IN TRUST NEVERTHELESS, for the uses and purposes and upon the terms and

conditions hereinafter set forth:

ARTICLE I

DEFINITIONS, PURPOSE AND NAME

1.01. Definitions. As used in this Agreement, the following terms shall have the

following meanings:

(a) "Accounting Period" shall mean a tax year, as interpreted in accordance

with the Code; Accouniting Periods shall end on December 31 of each year.

(b) "Administrative Costs" shall mean all ordinary and necessary expenses

and other incidental costs incurred in connection with the operation of the Funds,

including, but not limited to, taxes, Trustee fees, Investment Manager fees, and fees and

expenses of TCC for acting as the collection agent with respect to the nonbypassable

nuclear decommissioning charges to the extent authorized by applicable laws, including

rules and orders of the PUC, and the fees and/or compensation of any professional

advisors, legal counsel or, administrative support hired by the Company as provided in

Section 3.01 or incurred in the discharge of the Trustee's fiduciary obligations under this

Agreement.

(c) "Agreement" shall mean and include this Decommissioning Master Trust

Agreement as the same may from time to time be amended, modified or supplemented.

SECOND AMENDED AND RESTATED DECOMMISSIONING 6
MASTER TRUST AGREEMENT NO. 2 FOR THE SOUTH TEXAS PROJECT



Attachment 2
NOC-AE-09002457
Page 7 of 43

Execution Version

(d) "Authorized Representative" shall mean the Chief Executive Officer, the

President, any Vice President or the Treasurer of the Company's general partner, Texas

Genco GP, LLC.

(e) "Certificate" shall mean a written certificate signed by the Company.

(f) "Code" shall mean the Internal Revenue Code of 1986, as amended from

time to time.

(g) "Common Facilities" shall mean facilities at the South Texas Project

Electric Generating Station designed to serve both STP Unit No. 1 and STP Unit No. 2.

(h) "Common Facilities Additional Interest" shall have the meaning set forth

in the preamble hereto.

(i) "Company" shall have the meaning set forth in the preamble hereto and

shall include any successor thereto. The actions-of ihe Compa'ymiay be performed'by an

'",Authofized Representative as provided in Sections 1.01(d) and 2.03 hereof.

(j) "Contributions" shall mean all Non-Qualified Contributions and all

Qualified Contributions.

(k) "CPS" shall have the meaning set forth in the preamble hereto.

(1) "Decommissioning Costs" shall mean all costs incurred in connection with

the entombment, decontamination, dismantlement, removal and disposal of the structures,

systems and components of a Unit or Common Facilities, including all costs incurred in

connection with the preparation for decommissioning, such as engineering and other

planning expenses, and all expenses incurred with respect to the Unit or Common

Facilities after actual decommissioning occurs, such as physical security and radiation

monitoring expenses.

SECOND AMENDED AND RESTATED DECOMMISSIONING
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(in) "DFCA" shall have the meaning set forth in the preamble hereto.

(n) "Disbursement Certificate" shall mean a document properly completed

and executed by the Company, substantially in the form of Exhibit A hereto.

(o) "Eligible Investments" shall mean such securities, bank deposits,

collective, commingled or mutual funds or other investments that are permitted to be

purchased and held for the account of the Fund in which the investment is proposed to be

acquired under (1) applicable federal, state and other governmental laws, rules and

regulations, including without limitation PUC Substantive Rule 25.303, and (2) the

Investment Guidelines then in effect with respect to the Fund for which the investment is

proposed to be acquired. Except for investments in funds tied to market indices or other

non-nuclear sector collective, commingled or mutual funds, the assets of the Funds shall

,not be invested,inthe, seeuhities or other obligations of (i) the Company or affiliates ofF -, ,
any thereof, or their successors •or assigns, or (ii) any entity owning or operating one:0or

more nuclear power plants or any affiliates, subsidiaries, successors or assigns of any'

such entity. Notwithstanding anything contained in this Agreement to the contrary, the

term "Eligible Investments" when used in reference to the Investment Manager shall

mean investments permitted by the applicable Investment Manager Agreement and

Investment Guidelines.

(p) "Excess Contribution" shall have the meaning set forth in Section 2.02

hereof.

(q) "Funds" shall mean the Qualified Funds and the Non-Qualified Funds.

(r) "Investment Guidelines" shall mean any written statement or statements,

attached hereto as Exhibit C, of the Company in effect at a given time that incorporates

SECOND AMENDED AND RESTATED DECOMMISSIONING
MASTER TRUST AGREEMENT NO. 2 FOR THE SOUTH TEXAS PROJECT

8



Attachment 2
NOC-AE-09002457
Page 9 of 43

Execution Version

or is consistent with the investment requirements and restrictions of PUC Substantive

Rule § 25.303 and details any other applicable investment criteria and standards which

shall be consistent with the investment requirements and restrictions of PUC Substantive

Rule § 25.303, with respect to one or more Funds or portions thereof. The Company may

at any time, or from time to time, adopt new or additional Investment Guidelines, or

amend, supersede, or terminate effective Investment Guidelines by delivering a copy of

the new or additional Investment Guidelines or notice of amendment, supersession or

termination to the Trustee, and any affected Investment Manager, provided that any such

new, amended or additional Investment Guidelines shall incorporate (or be consistent

with) the investment requirements and restrictions of PUC Substantive Rule § 25.303.

(s) "Investment Manager" shall mean a fiduciary specified in an Investment

'Mandage• r,Agreement: " '

(i) which has been retained by the Compay to manaoge, 'acqi r or

dispose of any asset belonging to the Master Trust; and

(ii) which is:

(A) registered as an investment adviser under the Investment

Advisers Act of 1940, or

(B) a bank as defined in that Act, or

(C) an insurance company qualified to perform services

described in subsection (i) above, under the laws of more than one state,

and

(iii) which has acknowledged, in writing, that it is a fiduciary with

respect to the Master Trust, that it is qualified to act under subsection (ii) above,

SECOND AMENDED AND RESTATED DECOMMISSIONING
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and has agreed to be bound by all of the terms, provisions and covenants of this

Agreement applicable to it.

(t) "Investment Manager Agreement" shall mean an agreement between the

Company and an Investment Manager selected by the Company, which agreement

governs the management of all or a portion of the assets of the Master Trust.

(u) "Master Trust" shall consist of all contributions to any Fund together with

investments and reinvestments thereof and any income earnings and appreciation thereon.

(v) "Non-Qualified Contributions" shall mean all amounts contributed to the

Non-Qualified Funds.

(w) "Non-Qualified Funds" shall mean the Fund or Funds, as determined by

the Trustee and the Company, established and maintained under the Master Trust for

decommissioning STP Unit No. 1; ST? Unit No. .2,. and the Common Facilities to which

monies are contributed, which Tunds are not subject to the conditions and limitations of

Section 468A.

(x) "NRC" shall mean the Nuclear Regulatory Commission, an agency of the

United States of America, or its successor.

(y) "PSA" shall have the meaning set forth in the preamble hereto.

(z) "PUC" shall mean the Public Utility Commission of Texas, as authorized

pursuant to the PURA, or its successor.

(aa) "PUC Substantive Rule 25.303" shall mean the rules and regulations

adopted by the.PUC, effective October 26, 2004, published in the Texas Register as Tex.

Public Utility Comm'n, 29 Tex. Reg. 9835 et seq. (2004) and codified at 16 Tex. Admin.

Code § 25.303, as such section may be amended, and any successors thereto.

SECOND AMENDED AND RESTATED DECOMMISSIONING 10
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(bb) "PURA" shall mean the Public Utility Regulatory Act, Texas Utilities

Code, Title 2, as amended from time to time.

(cc) "Qualified Contributions" shall mean all amounts collected by TCC in

cost of service rates approved by the PUC and contributed to the Qualified Funds for

Decommissioning Costs and Administrative Costs of the Units pursuant to the DFCA.

(dd) "Qualified Funds" shall mean the STP Unit No. 1 Qualified Fund or the

STP Unit No. 2 Qualified Fund.

(ee) "Schedule of Ruling Amounts" shall mean a schedule requested and

received in a ruling from the Service in accordance with Section 468A(d)(1) of ruling

amounts as defined in Section 468A(d)(2).

(if) "Section 468A" shall mean Section 468A of the Code, and any regulations

and rulings'of the; Service thereunder, as such section and regulations may be ameided,

and any suc esors teret6

(gg) "Service" shall mean the Internal Revenue Service.

(hh) "STP Unit No. 1" shall mean Unit No. One of the South Texas Project

Electric Generating Station.

(ii) "STP Unit No. 1 Additional Interest" shall have the meaning set forth in

the preamble hereto.

(jj) "STP Unit No. 1 Qualified Fund" shall mean the Fund established and

maintained under the Master Trust for decommissioning STP Unit No. 1 and Common

Facilities to which monies are contributed subject to the conditions and limitations of

Section 468A.

SECOND AMENDED AND RESTATED DECOMMISSIONING
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(kk) "STP Unit No. 2" shall mean Unit No. Two of the South Texas Project

Electric Generating Station.

(11) "STP Unit No. 2 Additional Interest" shall have the meaning set forth in

the preamble hereto.

(mm) "STP Unit No. 2 Qualified Fund" shall mean the Fund established and

maintained under the Master Trust for decommissioning STP Unit No. 2 and Common

Facilities to which monies are contributed subject to the conditions and limitations of

Section 468A.

(nn) "TCC" means AEP Texas Central Company, a Texas corporation, in its

capacity as collection agent under and pursuant to the DFCA, and shall include its

successors and assigns, in such capacity.

1,i..•.•. . :,• ...... (oo) "Trustee" shall-mean The-Bank of New:York Mell~onbrits successors.

(pp) "Units" shall-mean STP Unit No..-I', STP' Unit 4No: 2' and the Common

Facilities, collectively.

1.02. Authorization. Each of the Trustee and the Company hereby represents and

warrants that it has full legal authority and is duly empowered to enter into this Agreement, and

has taken all action necessary to authorize the execution of this Agreement by the officers and

persons signing it.

1.03. Master Trust Purpose. The exclusive purpose of this Master Trust is to provide

funds for the decommissioning of the Units, and in that regard this Master Trust shall

accumulate, invest, reinvest and hold monies for the decommissioning of the Units, and to

disburse monies for that purpose. The Qualified Funds shall constitute qualified nuclear

decommissioning funds for the Units within the meaning of Section 468A. The assets of the

SECOND AMENDED AND RESTATED DECOMMISSIONING
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Qualified Funds must be used as authorized by Section 468A. It is not contemplated that the

Non-Qualified Funds shall constitute qualified nuclear decommissioning funds for the Units

within the meaning of Section 468A.

1.04. Establishment of Master Trust. By execution of this Agreement, the Company:

(a) irrevocably establishes the Master Trust, which shall consist of all

Contributions as may now or hereafter be delivered by or on behalf of the Company to

the Trustee, investments and reinvestments thereof, and earnings and appreciation

thereon;

(b) establishes the Funds, each of which shall constitute a trust consisting of

all Contributions as may now or hereafter be delivered to the Trustee by or on behalf of

the Company and designated for such Fund, together with investments and reinvestments

thereof and 'earnin gsand a" r6ciktio tfhereon; and

() ... appoints The Bank of-New York Mellon as Trustee of the Master Trust . I ,

and each of the Funds.

It is the intention of the Company and the Trustee that this Agreement create an

express trust under the laws of the State of Texas.

1.05. Company to Be Beneficiary. The beneficial ownership of the Funds, subject to

the purpose of the Master Trust, shall be at all times in the Company.

1.06. Name of Master Trust. The Master Trust created by this Agreement shall be

known as the "NRG South Texas LP Decommissioning Master Trust No. 2 for the South Texas

Project."

SECOND AMENDED AND RESTATED DECOMMISSIONING
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ARTICLE II

DISPOSITIVE PROVISIONS

2.01. Additions to Master Trust. From time to time after the initial Contribution to the

Master Trust, additional Contributions may be made by TCC pursuant to the DFCA or by or on

behalf of the Company and the Trustee shall accept additional Contributions. After the initial

Contribution, the Trustee shall not accept any additional Contributions for a Qualified Fund other

than cash payments with respect to which the Company is allowed a deduction under section

468A of the Code and Treas. Reg. § 1.468A-2(a) or any corresponding future Treasury

Regulations. The Company hereby represents that all additional Contributions (or deemed

contributions) designated by the Company pursuant to section 2.06 hereof to be credited to a

Qualified Fund shall be deductible under section 468A of the Code and Treas. Reg. § 1468A-
2(a) or any corresponding future Treasury Regulation or slaU be withdrawn pursuanftto Section

2.02 hereof.

2.02. Adjustments for Excess Contributions. The Trustee and the Company understand

and agree that the Contributions made by or on behalf of the Company to any of the Qualified

Funds from time to time may exceed the amount permitted to be paid into such Fund(s) pursuant

to Section 468A based upon changes in estimates, subsequent developments or any other event

or occurrence which could not reasonably have been foreseen by the Company at the time such

Contribution was made (an "Excess Contribution"). Upon certification of the Company, setting

forth the amount of the Excess Contribution, the Trustee shall transfer to a Non-Qualified Fund,

the amount of any Excess Contribution (together with any income accrued thereon) as specified

by the Company in such Certificate.

2.03. Authorized Representatives. The Company shall provide the Trustee with a

written statement setting forth the names and specimen signatures of its Authorized

SECOND AMENDED AND RESTATED DECOMMISSIONING 14
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Representatives. The Authorized Representatives shall provide the Trustee with a written

statement setting forth the names and specimen signatures of any delegate of the Authorized

Representatives. Each of the Authorized Representatives of the Company is authorized and

empowered to perform the acts authorized in this Agreement to be performed by the Company.

Each of the Authorized Representatives is authorized and empowered to perform all acts

(including the negotiation, execution and delivery of agreements, instruments, certificates and

amendments to the Master Trust Agreement and other documents and the delegation of any

duties as evidenced in writing) as the Authorized Representative in his sole discretion may deem

necessary or appropriate in connection with the activities of the Master Trust.

2.04. Disbursements from the Funds. The Trustee shall make payments from the Funds

in accordance with the following procedures:

(a) ý" 'Useo-f -Assets';.' Exce0t fibOr- Administrative Costs, the assets in the"

decommissioning tinthe first instance, shall be used to pay the expenses

related to decommissioning the Units as defined by the NRC in its regulations and

issuances, and as provided in the South Texas Project Electric Generating Station licenses

and any amendments thereto. The Trustee acknowledges that the total Trustee and

investment manager fees paid on an annual basis from the Master Trust for the entire

portfolio, including commingled funds, shall not exceed 0.7% of the entire portfolio's

average annual balance, or such amount as is permitted by PUC Substantive Rule §

25.303(e)(2)(B).

(b) Disbursement Certificates. Requests for payments of Decommissioning

Costs actually incurred and paid or payable by the Company for goods provided or labor

or other services rendered in connection with the decommissioning of the Units or for

, C .

SECOND AMENDED AND RESTATED DECOMMISSIONING
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Administrative Costs constituting taxes shall be submitted to the Trustee on a

Disbursement Certificate executed by the Company. Requests for payments of

Administrative Costs (including the fees and expenses of the Trustee, but excluding

taxes) actually incurred and paid or payable for the administration of this Master Trust

shall be submitted to the Trustee on a Disbursement Certificate executed by the

Company.

(c) Payment of Costs. Subject to the requirements of Section 2.04(d) below,

the Trustee shall pay Decommissioning Costs or Administrative Costs when a
P

Disbursement Certificate is filed with the Trustee. The Disbursement Certificate shall

include the following:

(i) the amount of money to be paid;

'(ii) the Fund or Funds from which payment is to. be made;

(iii) the purpose for which the-obligation to be-paid ortreimbursed was

1-. -. '-,-

AC,-. ViA'

'A

incurred and whether the payment is of Decommissioning Costs or Administrative

Costs; and

(iv) the party to which the payment shall be made.

(d) Notice to NRC. Except for disbursements for Administrative Costs, no

disbursements or payments from the Funds shall be made by the Trustee unless the

Trustee has first provided thirty days prior notice of such disbursement or payment to the

NRC and the Trustee has not received written notice of an objection from the NRC

Director, Office of Nuclear Reactor Regulation, by the later of (1) the date that is thirty

days after the giving of such notice, or (2) the date of disbursement. The PUC shall

receive copies of all above notices.

SECOND AMENDED AND RESTATED DECOMMISSIONING
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(e) Payment of Taxes. To the extent one or more Funds file separate tax

returns, the Trustee shall pay income and other taxes with respect to the Funds to the

Service or other appropriate governmental authority, if income from one or more Funds is

includable in the consolidated assets, revenues or income of the Company for tax

purposes, the Trustee shall pay the Company the amount of tax on such assets, revenue or

income allocable to such Funds when a Disbursement Certificate is filed with the Trustee

directing payment from one or more Funds. All of such taxes, whether paid directly or

indirectly, shall constitute Administrative Costs.

(f) Distribution of Master Trust Upon Termination. Upon complete or partial

termination of this Master Trust or of any one or more of the Fund(s) pursuant to Section

2.08 or 2.09 hereof, the Trustee shall assist in liquidating the assets of the Master Trust,

or Fund(s), and'dstributiing the then-ekisti'ig 'assets of the Master Trust, or Fund(s)

(including accr~ued,"' accu•-mulated 'and'" unistributed net income) to the Company;

provided, however, if a Qualified Fund is terminated in whole or in part pursuant to

Section 2.09(a) because of the Qualified Fund's disqualification from the applicability of

Section 468A, the funds or securities withdrawn from the Qualified Fund shall be

transferred to one or more of the Non-Qualified Funds. Upon completion of the

decommissioning of a Unit and the related Common Facilities, payment of all

Decommissioning Costs and Administrative Costs, and issuance of a final order by the

PUC in the final reconciliation proceeding provided for in PUC Substantive Rule

25.303(f)(5), the Company shall submit to the Trustee a Disbursement Certificate

requesting payment of any remaining moneys held in the Funds established for such Unit

SECOND AMENDED AND RESTATED DECOMMISSIONING
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to TCC for refund to TCC customers in accordance with PUC Substantive Rule

§25.303(f)(5).

(g) Insufficiency of Funds. Notwithstanding the foregoing, the Trustee shall

take no action that would cause a Qualified Fund to become disqualified from the

application of Section 468A. If the assets of any Fund are insufficient to permit the

payment in full of amounts to be paid pursuant to this Section, the Trustee, in the absence

of liability for such deficiency pursuant to the other provisions of this Agreement, shall

have no liability with respect to such insufficiency and no obligation to use its own funds

to pay the same. The Trustee shall, however, give the Company immediate notice of any

such insufficiency.

2.05. No Commingling. Transfers Between Funds. Except to the extent permitted by
PUC Substantive Rule' §25.303(e)(3)(C)(iii), all Contributions and theearningsthiidn shall- be %

-maintained sparte and distinct from, and there shall be no commingling with, th enuclear'.

decommissioning funds (or any other funds) received by the Trustee from any other source,

including, without limitation, directly or indirectly from any ratepayers other than TCC

ratepayers. The Trustee and the Company further understand and agree that it is of the essence

that no transfer of monies is to occur between Funds except when such transfer is not contrary to

the requirements of Section 468A and is either (a) in accordance with Section 2.02 hereof or (b)

pursuant to the direct instructions contained in a Certificate of the Company.

2.06. Desianation of Funds. Upon: (a) any remittance of Contributions to the Master

Trust; (b) any disbursement from the Master Trust; or (c) any adjustment to the Funds pursuant

to Section 2.02 or Section 2.05, the Company shall designate, by Certificate, the appropriate

Fund(s) accounts or subaccounts which are to be credited or debited by such Contribution,

SECOND AMENDED AND RESTATED DECOMMISSIONING
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disbursement or adjustment. The Trustee shall credit or debit the appropriate Fund(s) accounts or

subaccounts in accordance with such designation. The Company shall provide the Trustee with a

Schedule of Ruling Amounts for the STP Unit No. 1 Additional Interest and the STP Unit No. 2

Additional Interest and a remittance schedule of Decommissioning Collections (as defined in the

DFCA) authorized by final order of the PUC in respect of the STP Unit No. 1 Additional Interest

and the STP Unit No. 2 Additional Interest.

2.07. No Transferability of Interest in Master Trust: Exception. The interest of the

Company in the Master Trust is not transferable by the Company, whether voluntarily or

involuntarily, nor subject to the claims of creditors of the Company. Notwithstanding the

foregoing, however, if the Company sells or transfers all or part of its ownership interest in any

Unit or Units, including without limitation a sale or transfer to an affiliate of the Company, the

Company may transfer a proportionate 6t of its inter'tt in the Master Trust or any Fund.

2.08. Termination of MasterTrust Subj&t' t-•he right 6f the parties to amend this

Agreement as provided in Section 7.02, this Master Trust shall be irrevocable and will terminate

upon the earliest of:

(a) receipt by the Trustee of a Certificate from the Company stating that the

NRC has terminated the licenses of both Units pursuant to 10 C.F.R. § 50.82(f), or any

successor regulation;

(b) except for any sale or transfer permitted under Section 2.07, receipt by the

Trustee of a Certificate from the Company stating that the Company has sold, transferred

or otherwise disposed of all of its ownership interest in both Units; or

SECOND AMENDED AND RESTATED DECOMMISSIONING
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(c) the twentieth anniversary of the date of the death of the survivor from

among a class consisting of all of the descendants of John D. Rockefeller, late of New

York, New York, born on or prior to January 1, 2005.

2.09. Termination of Funds of Master Trust. Subject to the right of the parties to amend

this Agreement as provided in Section 7.02 hereof, one or more of the Funds (in whole or in part)

shall terminate upon the earliest of:

(a) with respect to a Qualified Fund only, the Fund's disqualification from the

application of Section 468A, whether pursuant to an administrative action on the part of

the Service or the decision of any court of competent jurisdiction but in no event earlier

than the date on which all available appeals have been either prosecuted or abandoned

and the period of time for making any further appeals has elapsed;

, (b) ,.with respect to a Qualified Fund only,.,,the sale,-transfer o.'other

disposition by the Company of any interest in the related Unit, to the extent provided by

Section 468A; or

(c) with respect to a Non-Qualified Fund only, the disposition by the

Company of any interest in the related Unit, in the same proportion of the Non-Qualified

Fund as the Contributions to such Fund are to be used to decommission such Unit.

ARTICLE III

MASTER TRUST MANAGEMENT AND ADMINISTRATION

3.01. Duties of Management. Subject to the terms and provisions of this Agreement,

the Trustee shall manage the Master Trust and perform all duties attendant thereto, including the

execution of whatever contracts, agreements or other documents necessary to manage and invest

such assets. In performing its duties under this agreement, the Trustee shall exercise the same

care and diligence that it would devote to its own property in like circumstances. The Trustee is

SECOND AMENDED AND RESTATED DECOMMISSIONING 20
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authorized to purchase, enter, sell, hold, and generally deal in any manner in and with contracts

for the immediate or future delivery of financial instruments and foreign exchange or foreign

exchange contracts; to grant, purchase, sell, exercise, permit to expire, permit to be held in

escrow, and otherwise to acquire, dispose of, hold and generally deal in any manner with and in

all forms of options in any combinations. The Trustee, with the consent of the Company, may

retain the services of such professional advisors, legal counsel and administrative support as may

be necessary to administer the Master Trust. The reasonable fees and/or compensation of any

party so retained shall, to the extent not already included in the Trustee's compensation, be

regarded as appropriate Administrative Costs payable in accordance with Section 2.04 hereof.

3.02. Duties of Administration. The Company shall administer the Master Trust in

accordance with PUC Substantive Rule § 25.303 and the terms and provisions of this Agreement

and perform allduties therein and ,her:i specified., -'The Company will not challenge tie,

authority of the PUC to 'eiiforce it :rules 1 t§ 'shall be adopted from time to time with respect td -

the collection, investment and use of the funds provided by TCC customers for decommissioning

of the STP Unit No. I Additional Interest, the STP Unit No. 2 Additional Interest, or the

Common Facilities Additional Interest.

3.03. Limitations on Actions. Neither the Trustee nor the Company shall take any

action or participate in any transaction which would violate the terms and conditions of this

Agreement. Further, the Trustee shall not take any action or participate in any transaction

inconsistent with any instructions provided in a Certificate of the Company so long as the terms

and conditions of the Certificate are consistent with this Agreement.
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3.04. Texas Trust Code Controls. To the extent specified by PUC Substantive Rule

§ 25.303, the Texas Trust Code shall control the administration and management of the Master

Trust.

ARTICLE IV

ACCOUNTS AND REPORTS

4.01. Establish Fund Accounts and Subaccounts. In accordance with the provisions of

Section 2.06 hereof, the Trustee shall maintain separate accounts and subaccounts (including the

spent fuel management and large component disposal subaccounts previously approved by the

PUC), as are designated in writing from time to time by the Company for each Fund established

by this Agreement to account for Contributions made to each Fund, and all income and other

increments to each Fund and disbursements from each Fund. Any additional subaccounts

prpo sed n the future by the Company are subject tothe prior approval ofthe 4 U,..

4.02. Accounts and Subaccounts: Quarterly and Annual. Reports ..;The Trustee shall'

keep accurate and detailed accounts of all Contributions, investments, receipts and

disbursements, Administrative Costs and other transactions hereunder, and all accounts,

subaccounts, books and records relating thereto shall be open at all reasonable times to

inspection by the Company or by any other person designated by the Company and may be

audited not more frequently than once in each fiscal year by an independent certified public

accountant engaged by the Company. Such accounts and subaccounts shall be maintained on an

accrual basis and in such a manner as to enable the Trustee to furnish separate accounts and

reports for each Fund. Within forty-five days following the close of each fiscal quarter or year,

the Trustee shall prepare and furnish to the Company a written report setting forth with respect to

each Fund all Contributions, investments, receipts and disbursements and other transactions

effected by it during the preceding fiscal quarter, or year with respect to year-end statements,
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including a description of all securities and investments purchased and sold, with the cost and net

proceeds of such purchases or sales, showing all cash, securities and other property held by each

Fund at the end of such fiscal quarter or year and providing a valuation of the cash, securities and

other property held by each Fund at the end of such fiscal quarter or year. Within ninety days

following the removal or resignation of the Trustee as provided in Article VI hereof the Trustee

shall prepare and furnish to the Company and to any Successor Trustee a written report

containing all of the information required for fiscal year-end statements pursuant to this Section

with respect to the period from the close of the previous fiscal year to the date of such removal or

resignation. The Trustee shall also provide a valuation of the cash, securities and other property

held by each Fund on such other dates as may be specified by the Company. Copies of all

records relating to the Master Trust and each of the Funds shall be maintained by the Trustee
. .until the terrmintion of the Master Trust and distribution of all of the asscts of the MasterT.

-,Before destrhuciohn 6o:fany such records, the Trustee shall offer them to. the Company. SUch

copies may be maintained on microfilm or microfiche.

4.03. Tax Returns and Monthly Reports.

(a) Tax Returns. The Trustee and the Company shall cooperate in the

preparation of income or franchise tax returns or other reports as may be required from

time to time. If deemed necessary or appropriate, the Trustee, with the Company's prior

written consent, or the Company may employ independent certified public accountants or

other tax counsel to prepare or review such returns and reports. The Trustee agrees to

sign all tax returns or other reports where required by law to do so or arising out of the

Trustee's responsibilities hereunder. The Trustee shall prepare and submit to the

Company in a timely manner all information requested by the Company regarding the
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Funds required to be included in the Company's federal, state and local income tax

returns or other reports. Any interest or penalty charges assessed against the Master

Trust or any Fund pursuant to Chapters 67 or 68 of the Code or pursuant to any similar

state or local tax provisions shall be an Administrative Cost unless caused by the

Trustee's negligence or willful misconduct, in which case such interest or penalty charges

shall be borne by the Trustee and not the Master Trust. The Trustee agrees to notify the

Company immediately of the commencement of the audit of any Fund's federal, state or

local tax return, and to participate with the Company on behalf of the Fund in such audits

and related inquiries. The Trustee shall provide the Company with any additional

information in its possession regarding the Funds which may be required by the

Company to be furnished in an audit of the Company's federal, state or local tax returns.

(b) , Monthly Investment Activity, Reports.. The Trustee shall present to the

Company on a monthly.basis aireport setting forth 'all investments purchased and sold by

the Investment Manager(s) or by the Trustee during the previous month.

ARTICLE V

INVESTMENTS

5.01. Investments in Eligible Investments. The Funds shall be invested solely in

Eligible Investments, regardless of whether the Trustee, the Company or an Investment Manager

is making the investment decision. The Trustee shall have the duty to review all proposed

investments and to inform the Company and any Investment Manager if, in the Trustee's

opinion, the proposed investment falls within the parameters set forth on Exhibit D (which has

been provided to the Trustee by and approved by the Company) attached hereto. The Trustee,

Investment Manager, or anyone else directing the investments made in the trust shall adhere to

the Investment Guidelines provided by the Company.
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5.02. Investment Authority: Investment Managers.

(a) Trustee, Investment Manager(s) or Both to Manage Investments. The

Company shall from time to time specify by Certificate to the Trustee whether the

investment of the Funds shall be managed solely by the Trustee, or shall be directed by

one or more Investment Managers appointed by the Company, or whether both the

Trustee and one or more Investment Managers are to participate in investment

management and if so how the investment responsibility is to be divided with respect to

assets, classes of assets, separate Funds, accounts or subaccounts specified and defined in

such Certificate. In the event that the Company shall fail to specify pursuant to this

Section the person or persons who are to manage the investment of the Funds or any

portion thereof, the Trustee shall promptly give notice of this fact to the Company. With

the consent-Of-the Trustee, the Company may.:designate •-the.Trtee as Investcient:

Managerof that portion of the Funds. If the Company doesý nt -designaite-anInvestmnet

Manager and the Trustee is unable or unwilling to serve as Investment Manager, the

Company shall be Investment Manager of that portion of the Funds. If the Trustee is

managing the investment of the Funds or any portion thereof; it shall follow any

instructions issued by the Company in a Certificate unless those instructions are contrary

to the Trustee's fiduciary duties under this Agreement. If investment of all or a portion

of any Fund is to be directed in whole or in part by an Investment Manager, the Trustee

shall be given written notification of the appointment of the Investment Manager and his

acceptance of such appointment and acknowledgment that it is a fiduciary of this Master

Trust. The Investment Manager shall also provide the Trustee a certificate identifying,

with specimen signatures, the persons authorized to give instructions or directions to the
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Trustee on its behalf. The Trustee may continue to rely upon such instruments and

certificates until otherwise notified in writing by the Company or the Investment

Manager.

(b) Trustee to Follow Investment Manager Directions: Exceptions. The

Trustee shall follow the directions of the Investment Manager regarding the investment

and reinvestment of the portion of the Funds as shall be under management by the

Investment Manager. Except as stated in this Article, the Trustee shall be under no duty

or obligation with respect to Funds or portions thereof managed by an Investment

Manager, to (i) review any investment to be acquired, held or disposed of pursuant to

directions from an Investment Manager or (ii) make any recommendations with respect to

the disposition or continued retention of any such investment. The Trustee, if it is

managng anyýinvestments for:any :of the Funds. or portions thereof, and each Investment

Manager, if any; shall have a&continuing- duty, toreview the Funds under its management

to determine the appropriateness of such assets, investments and funds. With respect to

Funds or portions thereof managed by an Investment Manager, the Trustee shall have no

liability or responsibility for acting without question on the direction of, or failing to act

in the absence of any direction from, the Investment Manager, unless (i) such action or

inaction would be contrary to the provisions of this Section 5.02(b); (ii) the Trustee has

actual knowledge that by such action or failure to act it will be participating in a breach

of fiduciary duty by the Investment Manager; or (iii) such action or inaction would result

in a violation of the Trustee's fiduciary duties under the terms of this Agreement.

(c) Trades by Investment Manager. An Investment Manager at any time and

from time to time may issue orders for the purchase or sale of Eligible Investments
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directly to a broker, and in order to facilitate such transaction the Trustee upon request

from an Investment Manager shall execute and deliver appropriate trading authorizations.

Notifications, in a format agreed to by the Investment Manager and the Trustee, of the

issuance of each such order shall be given promptly to the Trustee by the Investment

Manager, and the execution of each such order shall be confirmed by the Trustee. Such

notification shall be authority for the Trustee to pay for Eligible Investments purchased

against receipt thereof and to deliver securities sold against payment therefor, as the case

may be. All notifications concerning investments made by the Investment Manager shall

be authorized by such person or persons, acting on behalf of the Investment Manager as

may be duly authorized in writing. The Trustee shall be entitled to rely upon such

directions which it receives by any means if so authorized by the Investment Manager

and shall in no way be, responsible'for the c2'nsequences ofay U aty iz6ed use of any

device which was not, in fact, knownby' the fTruste. atthe time to benauthorized. The

Trustee shall, as promptly as possible, comply with any written directions given by the

Investment Manager hereunder, and, where such directions are given electronically, if

agreed to by the Trustee, or by photostatic teletransmission with facsimile signature or

signatures, the Trustee shall be entitled to presume that any directions so given are fully

authorized.

(d) Removal of Investment Manage. The Company shall have the right, with

or without cause, to remove any Investment Manager. In the event that an Investment

Manager should resign or be removed by the Company, the Company shall appoint

another Investment Manager (including the Trustee) for the portion of the Funds under

management by such Investment Manager at the time of its resignation or removal.

SECOND AMENDED AND RESTATED DECOMMISSIONING
MASTER TRUST AGREEMENT NO. 2 FOR THE SOUTH TEXAS PROJECT

27



Attachment 2
NOC-AE-09002457
Page 28 of 43

Execution Version

5.03. Limitations on Investment Transactions. Notwithstanding anything contained in

this Agreement to the contrary, the Trustee may not authorize or carry out any purchase, sale,

exchange or other transaction which would constitute an act of "self-dealing" within the meaning

of Section 4951 of the Code. The Trustee shall not (x) lend monies or securities from any of the

Funds to itself; its officers or directors or (y) invest or reinvest monies from the Funds directly in

securities issued by the Trustee, except for time deposits, demand deposits or money market

accounts of the Trustee. Notwithstanding the foregoing (assuming applicable laws so permit),

monies from the Funds may be invested in mutual funds or common trust funds that contain

securities issued by the Trustee if the securities of the Trustee constitute no more than five

percent of the fair market value of the assets of such mutual funds at the time of the investment;

provided, however, that the Trustee shall have no duties under Section 5.02 with respect to the

livestmefit ini such- mutual fiindi,,orcbmmon trust fund made at the directi6oi 'bf'an ?inrvestmrieint

'immanager or the Company. 
-

5.04. Disposition of Investments. When required to make any payments under Section

2.04 hereof, the Trustee shall sell investments at the best price reasonably obtainable, or present

investments for prepayment, and follow directions from the Company or an Investment Manager

if such directions are provided. The proceeds of any such sale or liquidation shall be credited pro

rata to the Fund or Funds to which such investments were credited prior to such sale or

liquidation. The Trustee shall have no liability, except for its own negligence or willful

misconduct, with respect to any sale or prepayment of an investment directed by the Company or

an Investment Manager or made by an Investment Manager through a broker-dealer.
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5.05. Allocation of Income.

(a) Generally. The Trustee shall not be precluded from pooling amounts in

the Funds for investment purposes, provided that all investments are to be made only in

Eligible Investments. To the extent amounts in more than one Fund are pooled, the

Trustee shall allocate the earnings and losses in a manner permitted by Section 468A (if a

Qualified Fund is involved) and, if so permitted, may treat each Fund participating in

such investment as having received or accrued a ratable portion of the income from such

investment for any period.

(b) Principal and Income. All questions relating to the ascertainment of

income and principal and the allocation of receipts and disbursements between income

and principal shall be resolved by the Trustee in accordance with the terms of Section

113.102 of the Tes-T rustý-'0Cde, -For•a•ibu'rtin- purp'oses, •as' of the end of each'

Accounting Period of the Master Trduth-i•nicom6ie of theMaster Trust shall, for purposes

of all subsequent Accounting Periods, be treated as Master Trust principal. The Trustee

and any Investment Manager shall have the same duties with regard to Master Trust

income as to Master Trust principal.

5.06. Settlement of Transactions. Settlements of transactions may be effected in trading

and processing practices customary in the jurisdiction or market where the transaction occurs.

The Company acknowledges that this may, in certain circumstances, require the delivery of cash

or securities (or other property) without the concurrent receipt of securities (or other property) or

cash and, in such circumstances, the Trustee shall have no responsibility for nonreceipt of

payment (or late payment) by the counterparty.

SECOND AMENDED AND RESTATED DECOMMISSIONING
MASTER TRUST AGREEMENT NO. 2 FOR THE SOUTH TEXAS PROJECT

29



Attachment 2
NOC-AE-09002457
Page 30 of 43

Execution Version

5.07. Reimbursement. If the Trustee advances cash or securities to facilitate the

settlement of a transaction or in the event that the Trustee shall incur or be assessed taxes,

interest, charges, expenses, or assessments in connection with the performance of this

Agreement, except such as may arise from its own negligent action, negligent failure to act or

willful misconduct, any property at any time held for the Fund or under this Agreement shall be

security therefor and the Trustee shall be entitled upon reasonable notice to the Company to

collect from the Fund sufficient cash for reimbursement, and if such cash is insufficient, dispose

of the assets of the Company held under this Agreement to the extent necessary to obtain

reimbursement. To the extent the Trustee advances funds to the Fund for disbursements or to

effect the settlement of purchase transactions, the Trustee shall be entitled to collect from the

Fund an amount equal to either (i) with respect to domestic assets, an amount equal to what

*would aveý been ea~rned n the sums advanced (an amount approxmating.the "federal ,funds,,

-interest;-. rate): or: (ii) with-respect to nondomestic assets, the rate:2applicable to-.th6eappr.priate -...

foreign market.

ARTICLE VI

THE TRUSTEE

6.01. General Powers. Except to the extent greater than the powers of trustees under

the Texas Trust Code or inconsistent with PUC Substantive Rule § 25.303 or the terms of this

Agreement, the Trustee shall have, with respect to the Master Trust, the following fiduciary

powers to be exercised in the best interests of the Master Trust, and which are to be exercised as

the Trustee, acting in such fiduciary capacity, in its discretion, shall determine, namely:

(a) Registration of Securities. To cause any investment, either in whole or in

part, in the Fund to be registered in, or transferred into, the Trustee's name or the names

of a nominee or nominees, including but not limited to that of the Trustee or an affiliate
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of the Trustee, a clearing corporation, or a depository, or in book entry form, or to retain

any such investment unregistered or in a form permitting transfer by delivery, provided

that the books and records of the Trustee shall at all times show that such investments are

a part of the Fund; and to cause any such investment, or the evidence thereof, to be held

by the Trustee, in a depository, in a clearing corporation, in book entry form, or by any

other entity or in any other manner permitted by law; provided that the Trustee shall not

be responsible for any losses resulting from the deposit or maintenance of securities or

other property (in accordance with market practice, custom, or regulation) with any

recognized foreign or domestic clearing facility, book-entry system, centralized custodial

depository, or similar organization.

(b) Receipt of Money. To collect and receive any and all money and other

property due to the Fundsahd::to give full discharge therefor. ;-....

(c) Resolution of Claims-. -To•:Settle6comproimfiseior submit to arbitration any

claims, debts or damages due or owing to or from the Master Trust; to commence or

defend suits or legal proceedings to protect any interest of the Master Trust; and to

represent the Master Trust in all suits or legal proceedings in any court or before any

other body or tribunal.

(d) Voting of Securities. In its discretion, to exercise all voting rights with

respect to any investment held in the Funds and to grant proxies, discretionary or

otherwise, with respect thereto, except that, at any time when an Investment Manager

shall be acting as provided in Section 5.02, the Trustee shall not exercise its discretion

with respect to voting any such securities under management of such Investment

Manager but shall vote such securities only upon and in accordance with the direction of
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the Investment Manager or shall send such Investment Manager all proxies and proxy

materials relating to such securities, signed by the Trustee without indication of voting

preference, and the Investment Manager shall exercise all voting rights with respect

thereto.

(e) Location of Assets. To keep the domicile of the Master Trust in the

United States.

(f) Retention of Professional Services. To execute any of the powers hereof

and perform the duties required of it hereunder by or through its employees, agents,

attorneys or receivers.

(g) Designation of Ministerial Powers. To delegate to other persons such

ministerial powers and duties as the Trustee may deem to be advisable.

,Texas Trust Code. To exercise all rights, powe:s,,qptiqlns:andp yvieges

*,• ..,z •. .,noqw or hereafter. granted to, provided for or vested in, trustees -under the;,Texas-Tru:t.

Code, except to the extent inconsistent with the terms of this Agreement, PUC

Substantive Rule § 25.303 or other applicable law.

(i) Powers of Trustee to Continue Until Final Distribution. To exercise any

of such powers after the date on which the principal and income of the Master Trust shall

have become distributable and until such time as the entire principal of, and income from,

the Master Trust shall have been actually distributed by the Trustee. It is intended that

distribution of the Master Trust will occur as soon as possible upon termination of the

Master Trust, subject, however, to Sections 2.04(d), 2.08 and 2.09.
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(j) Discretion in Exercise of Powers. To do any and all other acts, not

inconsistent with the Texas Trust Code, which the Trustee shall deem proper to effectuate

the powers specifically conferred upon it by this Agreement.

Notwithstanding the foregoing, however, (i) the restrictions in subparagraphs (A)(i)-(v) of PUC

Substantive Rule § 25.303(e)(2) shall apply and (ii) the Trustee may not do any act or knowingly

engage in any transaction which would: (x) disqualify either of the Qualified Funds from the

application of Section 468A; (y) violate the Trustee's fiduciary duties under this Agreement; or

(z) violate the terms and conditions of any instructions provided by Certificate by the Company

to the extent such instructions are consistent with the Trustee's fiduciary duties under this

Agreement.

6.02. Designation and Qualification of Successor Trustee(s). The Company by this

Agreement has appointed the corporate fiduiaynamrned herem,"having all requisite corporate

power and authority to act as the s9ole riginal TuishTutee shall act in accordance with

the directions provided to it by the Company under the terms of this Agreement. At any time

during the term of this Master Trust, the Company shall have the right, with or without cause, to

remove the Trustee acting hereunder and appoint another qualified corporation as a Successor

Trustee upon thirty days' notice in writing to the Trustee, or upon such shorter notice as may be

acceptable to the Trustee. In the event that the Trustee or any Successor Trustee shall: (a)

become insolvent or admit in writing its insolvency; (b) be unable or admit in writing its inability

to pay its debts as such debts mature; (c) make a general assignment for the benefit of creditors;

(d) have an involuntary petition in bankruptcy filed against it; (e) commence a case under or

otherwise seek to take advantage of any bankruptcy, reorganization, insolvency, readjustment of

debt, dissolution or liquidation law, statute or proceeding; or (f) resign; the Trustee or Successor
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Trustee shall cease to act as a fiduciary of this Master Trust and the Company shall appoint a

Successor Trustee. Any Successor Trustee shall be a bank or trust company incorporated and

doing business within the United States of America and having a combined capital and surplus of

at least $50,000,000, if there be such an institution willing, able and legally qualified to perform

the duties of Trustee hereunder upon reasonable or customary terms. Any Successor Trustee

shall accept its appointment to serve by a duly acknowledged acceptance of this Master Trust,

delivered to the Company and the Trustee then serving. The acceptance shall specify the date on

which it will assume its duties as Successor Trustee, which date shall be at least ten days after

delivery of the acceptance to the Company and the Trustee then serving unless all such parties

agree to an earlier date. Upon acceptance of such appointment by the Successor Trustee, the

Trustee shall assign, transfer and pay over to such Successor Trustee the monies and properties

theni constituting, the. Master, Trust: Any. Successor Trustee shall have all ethdefrighs powers,

dutiesanidobligations herein granted to the original Trustee.

If for any reason the Company cannot or does not act in'the event of the resignation or

removal of the Trustee, as provided above, the Trustee may apply to the United States District

Court for the Southern District of Texas, Houston Division, for the appointment of a Successor

Trustee. Any expenses incurred by the Trustee in connection therewith shall be deemed to be an

Administrative Cost.

6.03. Resignation. The Trustee or any Successor Trustee hereof may resign and be

relieved as Trustee at any time by a duly acknowledged instrument, which shall be delivered to

the Company by the Trustee not less than sixty days prior to the effective date of the Trustee's

resignation or upon such shorter notice as may be acceptable to the Company. No such
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resignation shall take effect until a successor Trustee shall have been appointed and shall have

accepted such appointment.

6.04. Compensation. The Trustee shall be entitled to compensation as may be agreed to

from time to time by the Company and the Trustee. Such compensation shall be payable by the

Company, shall constitute an Administrative Cost and shall be payable from or reimbursable by

the Master Trust.

6.05. Liability. The Trustee shall be liable for the acts, omissions and defaults of its

own officers, employees and agents. Except where the Trustee exercises its investment

discretion as provided in this Agreement, the Trustee shall not be liable for the acts or omissions

of any Investment Manager(s) acting hereunder. The Trustee shall not be responsible or liable

for any losses or damages suffered by the Fund arising as a result of the insolvency of any

custodian,. subtrustee or subcustodian; ,except•t•ote 'extenit ther Truisee was'!negligent: in its

'selection or continued retention of such- entitt',`, id slal' not- 'be -liale for' any indirect,

consequential, or special damages with respect to its role as Trustee.

Notwithstanding the foregoing, the Trustee (and not the Master Trust) shall be liable for

(a) any direct damages arising from the failure of the Trustee to comply with the applicable

provisions of Section 5.01; (b) any tax imposed pursuant to Section 4951 of the Code (or any

applicable successor provision) as such section is made applicable to the Master Trust or the

Trustee; and/or (c) any consequences flowing from violation of the restrictions on the investment

of Qualified Fund assets outlined in Section 468A or applicable successor Code sections.

The Trustee is prohibited from doing any act or knowingly engaging in any transaction

that would violate the terms and conditions of any instructions provided by written Certificate of

the Company to the extent that such instructions are consistent with the Trustee's fiduciary duties
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under this Agreement. Upon receipt of a Certificate of the Company giving the Trustee notice of

either (a) instructions of the Company to the Trustee, or (b) acts or transactions the Company

believes constitute a violation by the Trustee of the provisions of this Agreement, the Trustee

shall follow the instructions of the Company to the extent that such instructions are consistent

with the Trustee's fiduciary duties under this Agreement, and/or cease and desist from the acts

identified in the Certificate as violating the provisions of this Agreement. To the extent the

Trustee fails to follow the instructions of the Company that are consistent with the Trustee's

fiduciary duties under this Agreement, or continues with any act identified in the Certificate as

violating the provisions of this Agreement, from the date of receipt of the Certificate providing

the instructions and/or notice of violation of the provisions of this Agreement, the Trustee (and

not the Master Trust) shall be liable for all direct damages arising from its failure to follow such
-,istuctions,nand/or arisingfrom a breach by the.Trustee of this Agreement. Notiading'the

,foregoing, th..e Trustee, (and.notlthe Master Trust) shall be liable for direct damages arising froi

any breach by the Trustee of this Agreement, regardless of whether notice thereof was provided

by the Company.

6.06. Indemnity of Trustee. The Company shall indemnify and hold harmless the

Trustee from all claims, liabilities, losses, damages and expenses, including reasonable

attorneys' fees and expenses, incurred by the Trustee in connection with this Agreement, except

as a result of the Trustee's own gross negligence or willful misconduct. This indemnification

shall survive the termination of this Agreement.

ARTICLE VII

MISCELLANEOUS

7.01. Schedule of Company Affiliates. The Company shall amend Exhibit B from time

to time so that it contains a true, complete and correct listing of all affiliates of the Company.
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7.02. Alterations and Amendments. The Trustee and the Company understand and

agree that modifications or amendments may be required to this Agreement from time to time to

effectuate the purposes of this Master Trust. This Agreement may be amended by an instrument

in writing executed by the Company and the Trustee. Copies of all such amendments shall be

provided to the PUC at its address in Austin, Texas. This Agreement may not be amended so as

to violate Section 468A with respect to the Qualified Funds or PUC Substantive Rule § 25.303.

Notwithstanding any provision herein to the contrary, (i) the Company may from time to time,

revise Exhibits B, C and D hereto, and (ii) this Agreement cannot be modified in any material

respect without first providing thirty days' prior written notice to the NRC Director, Office of

Nuclear Reactor Regulation.

7.03. Headings. The section headings set forth in this Agreement and the Table of

. Contents are inserted,, for convenience of referenced onlyarid' andshall be :disregarded in the

, : ,, construction or interpretation of any of the provisions of this Agreement,:-, - •

7.04. Particular Words. Any word contained in the text of this Agreement shall be read

as the singular or plural and as the masculine, feminine or neuter as may be applicable or

permissible in the particular context. Unless otherwise specifically stated, the word "person"

shall be taken to mean and include an individual, partnership, association, trust, company or

corporation.

7.05. Parties Interested Herein. Nothing expressed or implied in this Agreement is

intended or shall be construed to confer upon, or to give to any person, other than the Company,

TCC and the Trustee, any right, remedy or claim under or by reason of this Agreement, or any

covenant, condition or stipulation contained herein. The Company shall be entitled to receive

payments for Decommissioning Costs and Administrative Costs which the Company may incur,
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and TCC shall be entitled to receive payments for Administrative Costs which TCC may incur.

TCC shall be an express third-party beneficiary of this Trust Agreement and shall be entitled to

enforce the terms and conditions thereof.

7.06. Severability of Provisions. If any provision of this Agreement or its application to

any person or entity or in any circumstances shall be invalid and unenforceable, the application

of such provision to persons and in circumstances other than those as to which it is invalid or

unenforceable and the other provisions of this Agreement shall not be affected by such invalidity

or unenforceability.

7.07. Form and Content of Communications. The names of any person authorized to

act on behalf of the Company shall be certified, with the specimen signature of such person, to

the Trustee by the Company. Until appropriate written evidence to the contrary is received by
the Trstee, itshall be fuly, proteed in relyig upon or acting in accordance withxy wr•ttn .-

notice instrue,. direction, certificate, resolution or other communication believed by jtt.e be

genuine and to be signed and/or certified by any proper person, and the Trustee shall be under no

duty to make any investigation or inquiry as to the truth or accuracy of any statement contained

therein. Until notified in writing to the contrary, the Trustee shall have the right to assume that

there has been no change in the identity or authority of any person previously certified to it

hereunder.

7.08. Delivery of Notices Under Agreement. Any notice required by this Agreement to

be given to the Company or the Trustee shall be deemed to have been properly given when

deiivered, or when mailed, postage prepaid, by registered or certified mail, to the person to be

notified as set forth below:
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If to the Company:

NRG South Texas LP
c/o Texas Genco GP, LLC
211 Carnegie Center
Princeton, New Jersey 08540
Attention: Treasurer

If to the Trustee:

The Bank of New York Mellon
One Mellon Bank Center
Pittsburgh, Pennsylvania 15258
Attention: Trust Officer

The Company or the Trustee may change its respective address by delivering notice thereof in

writing to the other party.

7.09. Successors and Assigns. Subject to the provisions of Sections 2.07 and 6.02, this

Agreement shall be binding upon and inure to the benefit of the Company, the Trustee and their

respective successors and assigns.

7.10. Governing Jurisdiction. This Master Trust is a Texas trust, and all questions

pertaining to its validity, construction and administration shall be determined in accordance with

the laws of the State of Texas, including the Texas Trust Code, as if executed in and to be wholly

performed within the State of Texas; provided, however, that the Trustee need not be qualified to

exercise trust powers in theState of Texas.

7.11. Counterparts. This Agreement may be executed in any number of counterparts,

each of which shall be an original, with the same effect as if the signatures thereto and hereto

were upon the same instrument.

7.12. Compliance with Laws, Rules and Repulations. The Company and the Trustee

intend that this Agreement, all investments made for the Funds and all action taken hereunder

shall comply in all respects with federal, state and other laws, rules and regulations applicable to
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the Funds and this Agreement, including without limitation, rules and regulations promulgated

by the NRC and the PUC. Therefore, each of the Trustee, the Company and any Investment

Manager shall each comply with all federal, state and other laws, rules and regulations that may

be applicable to it in connection with the performance of its duties under this Agreement.

7.13. Force Majeure. Notwithstanding anything in this Agreement to the contrary, the

Trustee shall not be responsible or liable for its failure to perform under this Agreement or for

any losses to the Fund resulting from any event beyond the reasonable control of the Trustee, its

agents or subcustodians, including but not limited to nationalization, strikes, expropriation,

devaluation, seizure, or similar action by any governmental authority, de facto or de jure; or

enactment, promulgation, imposition or enforcement by any such governmental authority of

currency restrictions, exchange controls, levies or other charges affecting the Fund's property; or

the breakdown, failure or malfunction',of any-utilities; or. telecommunications systems; or any-

order or regulation of anyW banking Or securities industry, including changes in market rules and

market conditions affecting the execution or settlement of transactions; or acts of war, terrorism,

insurrection or revolution; or acts of God; or any other similar event. This Section shall survive

the termination of this Agreement.
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IN WITNESS WHEREOF, the Company and the Trustee have set their hands and seals

to this Agreement as of the day and year first above written.

NRG SOUTH TEXAS LP
a Texas limited partnership

By: Texas Genco GP, LLC,
Its General Partner

By dsicta r

THE BANK F WYO LLON

e-:
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I

EXHIBIT A

ERTIFICATE -DISBURSEMENT C]
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Disbursement Certificate

The undersigned, being an Authorized Representative of NRG South Texas LP (the
"Company"), a Texas limited partnership, and in such capacity, being authorized and empowered
to execute and deliver this certificate, hereby certify to the Trustee of the NRG South Texas LP
Second Amended and Restated Decommissioning Master Trust for the South Texas Project,
pursuant to Section 2.04 of that Second Amended and Restated Decommissioning Master Trust
Agreement No. 2, dated as of July 13, 2009, between the Trustee and the Company as follows:

(1) the Company has incurred Decommissioning Costs in connection with the
decommissioning of STP Unit No. [1] [2] or Administrative Costs relating to the Master
Trust in the amounts and for the purposes provided on the schedule attached hereto; and

(2) all such amounts constitute Decommissioning Costs or Administrative Costs.

Accordingly, you are hereby authorized to withdraw $ from the [STP Unit No. [I]
[2] [Non-]Qualified Fund of the Master Trust and to pay such amount of the Company for such
purpose. You are further authorized to disburse such sum, once withdrawn, directly to such
Payees in the following manner: [Describe: CHECK, WIRE TRANSFER, ETC.] on or before

Executed this* day, of, _20

By

Authorized Representative

A-1
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CERTIFICATE OF ASSISTANT SECRETARY

The undersigned Assistant Secretary of the City Public Service Board of San Antonio

("CPS Energyf), an independent board of the City of San Antonio, a Texas municipal entity, in his

capacity as an officer of CPS Energy and not individually, does hereby certify that:

Attached here to is a true and correct copy of the "Resolution by the City

Public Service Board of San Antonio, Texas relating to the City Public

Service Restated Decommissioning Master Trust Agreement Related to

the South Texas Project (CPS Trust) Revised March 31, 2009 was passed

on March 2, 2009".

This Certificate was duly executed on June 19, 2009.

RoberK.,Temple
Assistant Secretary to the
City Public Service Board

(Seal)
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CITY PUBLIC SERVICE OF SAN ANTONIO
DECOMMISSIONING TRUST INVESTMENT POLICY RESOLUTION

WHEREAS, section 1502.070 of the Texas Government Code vests management and
control of the CPS Energy gas and electric systems in the Board of Trustees of CPS Energy (the
"Board"), including management and control over the purchasing activities of the systems; and

WHEREAS, the Board is responsible for the prudent handling and control of funds and
investments of the City Public Service Board, the City Public Service Restated Decommissioning
Master Trust for the South Texas Project (the "CPS Trust"), and the City Public Service
Decommissioning Master Trust Agreement Related to the South Texas Project interest Acquired
from AEP Texas Central Company (the "Master Trust (TCC Funded)); and

WHEREAS, CPS Energy desires the approval of a resolution acknowledging that a review
of the City Public Service South Texas Project Decommissioning Trust Investment Policy
("Decommissioning Trust Investment Policy" or "Policy") has been completed and adopting the
Decommissioning Trust Investment Policy as is. The Public Funds Investment Act of Texas
requires that the governing body of a local governmental entity review its investment policies and
investment strategies not less than annually. Changes to the Policy include the addition of a South
Texas Project Pre-Shutdown Decommissioning sub-account to the CPS Trust and the addition of
South Texas Project Units I & 2 Pre-Shutdown Decommissioning Fund (TCC Funded) and South
Texas Project Units 1 & 2 Spent Fuel Management Fund (TCC Funded) to the Master Trust (TCC
Funded). No other substantive changes were made to the Policy; and

WHEREAS, the CPS Energy staff has verified and represents to the Board of Trustees .,
Mt3ktv D'ommissior"irng Trust investment Policy as attached hereto is i n compllianithl th ie
requirements of the U.S. Nuclear Regulatory Commission, Public Utility Commission of Texas,
Texas Public Funds Investment Act, Property Code Subtitle B, Title 9, where applicable;

WHEREAS, the CPS Energy staff has verified and represents to the Board of Trustees
that the Decommissioning Trust Investment Policy as attached hereto is in compliance with the
requirements Of the City Public Service Restated Decommissioning Master Trust Agreement for the
South Texas Project, and the City Public Service Decommissioning Master Trust Agreement
Related to the South Texas Project Interest Acquired from AEP Texas Central Company, and is
hereby adopted and incorporated into this resolution by reference;

WHEREAS, the Board of Trustees shall review the Decommissioning Trust Investment
Policy on an annual basis; and

NOW, THEREFORE, BE IT RESOLVED that the Board hereby approves and adopts the
Decommissioning Trust Investment Policy as attached hereto, effective March 2, 2009.
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CITY PUBLIC SERVICE

RESTATED DECOMMISSIONING MASTER TRUST

AGREEMENT FOR THE SOUTH TEXAS PROJECT (CPS TRUST)

REVISED MARCH 31, 2009

The City of San Antonio, acting by and through the City Public Service Board (hereinafter called "CPS

Energy"), having received applications from qualified banks to serve as the Trustee of the

Decommnissioning Master Trust, beginning January 1, 2006, and Frost National Bank (hereinafter called

the "Trustee") having submitted an application which was fbund by CPS Energy to be the best and most

acceptable application and the same having been accepted by CPS Energy, CPS Energy and Trustee

entered into an agreement effective January 1, 2006. CPS Energy and Trustee now agree the master trust

agreement effective January 1, 2006 should be superseded with this Agreement, as that term is defined

below, and it is hereby agreed by and between CPS Energy and the Trustee as follows:

ARTICLE I - DEFINITIONS, PURPOSE ANDNAME .

t.I Definitions. As used in this Decommissioning Master Trust Agreement, the following terms

shall have the following meanings:

(1) "Administrative Costs" shall mean all ordinary and necessary expenses and other incidental

costs incurred in conmection with the operation of the Master Trust and the Funds,

including, but not limited to, Trustee fees, Investment Manager fees, the fees and/or

compensation of any professional advisors, legal counsel or administrative support hired by

CPS Energy as provided in Section 3.1 or any other fees approved in advance by CPS

Energy which are incurred in the discharge of the Trustee's fiduciary obligations under this

Agreement.

(2) "Agreement" shall mean this Restated Decommissioning, Master Trust Agreement For The

South Texas Project as it may from time to ti-ne be amended, modified or supplemented.
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(3) "Authorized CPS Energy Representatives" shall mean the General Manager & CEO, the

Treasurer, and the Assistant Treasurer of CPS Energy, or any other person designated as an

Authorized Representative. A Certificate documenting the designation of Authorized

Representatives will be filed with the Trustee.

(4) "Board of Trustees" shall mean the Board of Trustees of CPS Energy.

(5) "Certificate" or "Certification" shall mean a written Certificate signed by two Authorized

CPS Energy Representatives.

(6) "Decommissioning" shall mean the entombment, decontamination, dismantlement, removal

and disposal of the structures, systems and components of a Unit, including all preparation

for decommissioning, such as engineering and other planning, ard all related work with

respect to a Unit after actual decommissioning occurs, such as physical security and

radiation monitoring, to the extent such activities are part of a decommissioning:'plan for a,,

Unit -ýppf.ove bythe U.S. Nuclear Regulatory Commissiori (the "NRC"?) and.:alsb -ind6lidhiri4 .

Site Restoration Activities to the extent disclosed in a Decommissioning Study submitted to

the NRC; provided. ho1wever, funds allocated for Site Restoration Activities shall not be

counted toward the amount necessary to fund Decommissioning as required by the NRC.

(7) "Decommissioning Contributions" shall mean all amounts contributed to the Funds by CPS

Energy for Decommissioning Costs of the Plant, Pre-Shutdown Decommissioning Costs or

Spent Fuel Management Costs.

(8) "Decommissioning Costs" shall mean the costsassociated with Decommissioning.

(9) "Decommissioning Study" shall mean, the most recently completed study of'costs and work

associated with Decommissioning Cost Analysis fbr the South Texas Project Electric

Generating Station Units I & 2

9
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(10) "Disbursements" shall mean payments incurred by CPS Energy to any other person or

organization for Decommissioning Costs or Administrative Costs.

(1I) "Disbursement Certificate" shall mean a document authorizing disbursements from the funds

properly completed and executed by two Authorized CPS Energy Representatives (one of

which must be the General Manager & CEO or Treasurer; the Assistant Treasurer is

allowed for purposes of paying administrative expenses) and substantially in the form of

Attachment A of this Agreement.

(12) "Erroneous Contribution" shall have the meaning set forth in Section 2.3 of this Agreement.

(13) "Funds" shall mean the South Texas Project Unit No. I Fund and the South Texas Project

Unit No. 2 Fund, the South Texas Project Fuel Storage Fund, and the, South Texas Project

Units 1 & 2 Pre-Shutdown Decommissioning Fiund. collectively.

(14) "Fund Account" shall mean a separate account established pursuant to this Agreement and

maintained by the Trustee for the South. Texas Project Unit No. I Fund, the South Texas

Project Unit No. 2 Fund, the South Texas Project Fuel Storage Fund, and South Texas

Project Units I & 2 Pre-Shutdown Decommissioning Fund to account for all

Decommissioning Contributions made to each Fund, all income and other increments of

each Fund, and all disbursements from each Fund.

(15) "Investment Manager(s)" shall mean the fiduciary specified in an Investment Management

Agreement(s):

(a) Which has been retained by CPS Energy to manage, acquire, or dispose of any asset

held in the Master Trust,

(b) Which is:

-j
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(i) registered as an investment adviser under the Investment Adviser Act of 1940,

or

(ii) a bank, as defined in that Act, or

(iii) an insurance company qualified to perform services described in subsection (a)

above, under the laws of more than one state; and

(c) Which has acknowledged, in writing, that it is a fiduciary with respect to the Master

Trust, that it is qualified to act under subsection (b) above, and that it has agreed to be

bound by all of the terms, provisions and covenants of this Agreement.

(i 6) "Investment Management Agreement(s)" shall mean the agreement(s) (if any) between CPS

Energy and any Investment Manager(s) selected by CPS Energy, which agreement governs

the. invstment management of all or a specified port ion of the assets of the Master Trust.

-(17) "MsalsterTrust*"' shall mean the City Public Service Restated Decommissioning Iastei"Trust -

.. rthe" South Texas Project (CPS Trust) established under this Agi.e ment: to t fun

decommissioning obligations for CPS Energy's 28% interest in the South Texas Project,

which shall hold all contributions to any Fund, together with investments and reinvestments

thereof and any income, earnings and appreciation thereon.

(18) "Plant" shall mean the South Texas Project, Unit Nos. I and 2, collectively.

(19) "Pre-Shutdown Decommissioning" shall mean the removal and disposal of large radioactive

components, such as reactor vessel heads and steam generators, that are documented in the

Decommissioning Study, but which are not part of Decommissioning or Spent Fuel

Management.

(20) "Pre-Shutdown Decommissioning Costs" shall mean the costs associated with Pre-

Shutdown Decommissioning.

4
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(21) "Site Restoration Activities" shall mean the dismantlement of systems, structures and

components described in the Decommnissioning Study, but which are not classified as

"decommissioning" in the NRC's rules and regulations.

(22). "South Texas Project" shall mean the nuclear fueled electric generating facilities owned by

CPS Energy and others in Matagorda County, Texas.

(23) "South Texas Project Unit No. I" shall mean Unit No. I of the South Texas Project.

(24) "South Texas Project Unit No. I Fund" shall mean the Fund established and maintained

under the Master Trust for decommissioning South Texas Project Unit No. 1.

(25) "South Texas Project Unit No. 2" shall mean Unit No. 2 of the South Texas Project.

(26) "South Texas Pr~jeC't-Unit!,Nbo*. 2 d"s n 1,' '

()St esrt Fund"allmean the- Fund established and maintained

under the Master Trfist for decqmrmissioning'Sputh Texas Pr"ject Unit No. 2.

(27) "South Texas Project Fuel Storage" shall mean the fuel storage facilities of the South Texas

Project.

(28) "South Texas Project Fuel Storage Fund" shall mean the Fund established and maintained

under the Master Trust for fuel storage facilities during the decommissioning period.

(29) "Spent Fuel Management" shall mean the design, procurement, construction, licensing, and

operation of an independent spent fuel storage installation and the design, procurement and

handling of casks for spent fuel storage and all related security, maintenance and operating

activities to the extent such activities are accounted for in the Decommissioning Study, but

are not part of Decommissioning or Pre-Shutdown Decommnissioning.

(30) "Spent Fuel Management Costs" shall mean the costs associated with Spent Fuel

Management.

5
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(3 1) "Trustee" shall mean the present organization designated to serve as Trustee of the Master

Trust as well as any successor Trustee.

(32) "Unit" or "Units" shall mean either South Texas Project Unit No. i or No. 2, singularly, or

South Texas Project Units No. I and No. 2, collectively.

1.2 Authorization. The Trustee and CPS Energy hereby represent and warrant that each has full

legal authority and is duly empowered to enter into and bind itself to the terms of this Agreement,

and has taken all action necessary to authorize the execution of this Agreement by the officers and

persons signing it. The Trustee also warrants that it has a net worth of at least $100 million.

1.3 Master Trust Purpose. The exclusive purpose of this Master Trust is to provide monies for the

deconmmissioning of the Plant consistent with 10 C.F.R., Part 50. In that regard, this Master

Trust shall accumulate, invest, reinvest and hold monies for the decommissioning of the Units and

related fuel storage to expendimonies.ror.that purpose.., -

1.4 Establishment of Master Trust. CPS Energy has previously established and maintains, or by

this Agreement establishes with the Trustee:

(1) the Master Trust which consists of the Trust funds and investments listed in

Attachment C, and such Decommissioning Contributions as subsequently may be

delivered to the Trustee by CPS Energy, investments and reinvestments thereof, and

earnings and appreciation thereon:

(2) the South Texas Project Unit No. I Fund, the South Texas Project Unit No. 2 Fund,

the South Texas Project Fuel Storage Fund, and the the South Texas Project Units I

& 2 Pre-Shutdown Decommissioning Fund each of which constitute a separate fund

account consisting of the Deco mnissioning Contributions designated for each Fund as

may be delivered to the Trustee by CPS Energy, together with investments and

reinvestments thereof and earnings and appreciation thereon; and

(3) CPS Energy appoints the Trustee as trustee of the CPS Trust and each of the above-

described Funds that are part thereof

6
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1.5 Nam.e of Master Trust, The Trust established under this Agreement shall be known as the "City

Public Service Restated Deconmissioning Master Trust for the South Texas Project."

ARTICLE 2 - DISPOSITIVE PROVISIONS

2.1 Additions to Master Trust. From time to time after the initial contribution to the Master Trust

and prior to the termination of the Trust, CPS Energy may make, and the Trustee shall accept,

additional contributions.

2.2 Use of Assets. Except for Administrative Costs, the assets in the decommissioning trust fiinds, in

the first instance, shall be used to pay (i) the expenses related to decommissioning the Units as

defined by the NRC in its regulations and issuances, and as provided in the South Texas Project

..Electric, Generating Station licenses and any amendments thereto, P(ii);,Pre-shutdoWnyt.

DecommissioningCosts; and .(iii) Spent Fuel Management Costs-,

2.3 Disbursements, from Master Trust. The Trustee shall make Disbursements to pay

Decommissioning Costs dr Administrative Costs in accordance with the following procedures:

(1) Authorized Representative. CPS Energy shall promptly notifyt the Trustee of the

designation of any person as an Authorized CPS Energy Representative in addition to

those defined under Paragraph 1.1(3) of this Agreement. The name of any person

authorized to act on behalf of CPS Energy shall be certified, with a specimen signature

of such person, to the Trustee by CPS Energy. The Trustee shall have no duty to

inquire independently into or investigate the continued authority of any person to act

as an Authorized CPS Energy Representative. CPS Energy shall provide the Trustee

with written notice of the termination of any Authorized CPS Energy Representative's

authority.

7
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(2) Submission of Disbursement Certificate. Disbursement Certificates for

Decommissioning Costs, Pre-Shutdown Decommissioning Costs or Spent Fuel

Management Costs actually incurred by CPS Energy and paid or payable to any person

or organization or fbr reimbursement of Decommissioning Costs, Pre-Shutdown

Decomrnnissioning Costs or Spent Fuel Management Costs previously paid by CPS

Energy to any person or organization in connection with the Decommissioning of the

Plant, Pre-Shutdown Deconmnissioning or Spent Fuel Management shall be submitted

to the Trustee and must be signed by two Authorized CPS Energy Representatives,

one of whom must be the General Manager & CEO or the Treasurer.

Disbursement Certificates exclusively for Administrative Costs actually incurred by

CPS Energy and paid or payable to any person or organization or for reimbursement

of Administrative Costs..pr.eyiously paid by-,CPS Energy to: any person or organization

in connection wi-th the administrationq..of the Master Trust shall be submitted to the

Trustee and will be effective so long as the Disbursement Certificate has been signed

by two Authorized CPS Energy Representatives, one of whom must be the General

Manager & CEO, Treasurer, or Assistant Treasurer and subject to the tbllowing limits:

$50,000 or less Assistant Treasurer plus Authorized CPS Energy Representative

$1,000,000 or Treasurer plus Authorized CPS Energy Representative
less

Over $1,000,000 General Manager and CEO plus Authorized CPS Energy
Representative

(3) Payment of Decommissionin Costs, Pre-Shutdown Decommissioning Costs or SiŽent

Fuel Managemnt Costs. The Trustee shall pay Decommissioning Costs, Pre-

Shutdown Decommissioning Costs or Spent Fuel Management Costs when a

8
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completed Disbursement Certificate, signed by two Authorized CPS Energy

Representatives as provided in Paragraph 2.3(2), is filed with the Trustee. The invoice

or bill for such costs shall be attached to the Certificate, if such invoice or bill is

available. The Trustee shall retain at least one copy of each Disbursement Certificate,

including attachments, received pursuant to this Section 2.3. The Disbursement

Certificate shall include the following:

(i) the amount of money to be paid;

(ii) the Fund or Funds from which payment is to be made:

(iii) the purpose for which the obligation to be paid or reimbursed was

incurred and whether the payment is of Decommissioning Costs, Pre-

Shutdown Decomrnnissioning Costs, Spent Fuel Management Costs, or

Administrative Costs; and

(iv) the party to which the payment shall be made.

Except for disbursements fbr Administrative Costs, no disbursements or payrnents fromi ,

the the South Texas Project Unit No. I Fund or the South Texas Project Unit No. 2 Fund

shall be made by the Trustee unless the Trustee has first provided thirty days prior notice

of such disbursement or payment to the NRC and the Trustee has not received written

notice of an objection from the NRC Director, Office of Nuclear Reactor Regulation, by

the later of(1) the date that is thirty days after the giving of such notice, or (2) the date of

disbursement.

(4) Payment of Administrative Costs. The Trustee shall pay Administrative Costs when a

completed Disbursement Certificate, signed by two Authorized CPS Energy

Representatives as provided in Paragraph 2.3(2), is filed with the Trustee. The invoice

or bill for such costs shall be attached to the Certificate, if such invoice or bill is

9
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available. The Trustee shall retain at least one copy of each Disbursement Certificate,

including attachments, received pursuant to this Section 2.3.

2.4 Adjustments fobr Erroneous Contributions. The Trustee and CPS Energy understand and agree

that if any contribution made by CPS Energy to any Fund from tirne to time is fbund by CPS

Energy to be made in error, upon verification of CPS Energy setting forth the amount of the

Erroneous Contribution, such Erroneous Contribution (together with any income accrued thereon

as determined by CPS Energy) shall be returned to CPS Energy as specified in a Certification to

the Trustee.

2.5 No Transfers Between Fund Accounts. The Trustee and CPS Energy understand and agree that

no transfer of monies is to occur between the Fund Accounts except when explicitly indicated by

a Certificate of CPS Energy that such transfer is necessary to effectuate the purposes of this

-Master Trust. Following execution of this amended Agreement..CPS Energystaff shall produce a

Certificate of CPS Energy to direct allocation of funds among'the the South'.Texas Project Unit

No. 1 Fund, the South Texas Project Unit No. 2 Fund, the South Texas Project Fuel Storage

Fund, and the the South Texas Project Units I & 2 Pre-Shutdown Decommissioning Fund.

2.6 Designation of Funds. Upon: (a) the initial contribution to the Master Trust; (b) the remittance

of subsequent contributions to the Master Trust pursuant to Section 2.1; (c) any disbursements

from the Master Trust for Decommissioning Costs, Pre-Shutdown Decommissioning Costs or

Spent Fuel Management Costs pursuant to Section 2.3 or for Administrative Costs pursuant to

Section 3.1 or Paragraph 4.1(1); or (d) any adjustment to the Funds pursuant to Sections 2.4 or

2.5, CPS Energy shall-designate, by Certificate, the appropriate Fund Account(s) to be credited or

debited by such contribution, disbursement, or adjustment, and the Trustee shall credit or debit

the appropriate Fund Account(s) in accordance with such Certificate.

2.7 Distribution of Income.

10
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(1) G]eeraU1y. The Trustee shall not be precluded from pooling Decomtrmissioning

Contributions received for each of the Fund Accounts for investment purposes and may

treat each Fund Account's Decomrnmissioning Contributions as having received or having

accrued a ratable portion of the Master Trust income in any year. However, all such

contributions and income (and investments of such) must be reported separately on

individual account statements for each Fund Account. No pooling of the Funds with any

other funds controlled by the Trustee or to which the Trustee has access shall be allowed.

(2) Principal and Income. All questions relating to the ascertainment of income and principal

and the allocation of receipts and disbursements between income and principal shall be

resolved by the Trustee in accordance with the provisions of Section l1 3.,102 of the Texas

Trust Code.

(3)ý Transfer of Income to,.Principal. -As of the end of each accounting yeai ot(the, Master T-rust,.,,

as defined in Section 6.8, the income of the Master Trust, fbr purposes of all subsequent

accounting years, shall be transferred and shall be incorporated into the principal of the

Master Trust.

2.8 Transferability of Interest. The interest of CPS Energy in the Master Trust is not transferable by

CPS Energy involuntarily nor is it subject to the claims of creditors of CPS Energy, provided,

however, that CPS Energy and/or any creditor of CPS Energy fbr which a Disbursement

Certificate has been properly completed and submitted to the Trustee by CPS Energy may assert a

claim, in court or otherwise, directly against the Master Trust in an amount not to exceed the

amount specified on such Disbursement Certificate, if the Trustee does not disburse the amount of

funds covered by the Disbursement Certificate within 90 days of its receipt by the Trustee.

Nothing herein shall be construed to require a transfer of all or a part of CPS Energy's interest in

the Master Trust upon sale of all or a part of CPS Energy's ownership interest in the Plant which

I I
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is the subject of this Agreement. Should a sale of ali or a part of CPS Energy's ownership interest

in the one or more Units of the Plant be consummated, the Fund Account(s) established for such

Unit or Units shall be distributed as provided in Section 2.11 of this Agreement.

2.9 Irrevocability and Termination of Master Trust. Subject to the right of the parties to amend this

Agreement as provided in Section 2.12, this Master Trust shall be irrevocable and will terminate

(in whole or in part) upon receipt by the Trustee of a Certificate f'rom CPS Energy stating the

extent of the termination and (i) that the decommissioning of the Plant or one of the Units has

been completed; (ii) that the NRC has terminated the licenses of one or both Units; or (iii) that

CPS Energy has disposed of all or a part of its ownership interest in one or both Units of the

Plant.

2.10 Tenrnination of Funds of Master Trust. One or more of the Funds which are the subject of this

Master Trust-shall terminate upon the following: .

(1) final payment of all Decommissioning Costs and/or Administrative Costs associated with

one or both Units;

(2) termination of the licenses of one or both Units by the NRC; or

(3) the disposition by CPS Energy of all or a part of its ownership interest in one or both Units.

2.11 Distribution of Master Trust U. on Tenrnination. Upon partial or complete termination of this

Master Trust, the Trustee shall assist, if necessary, in liquidating the assets of the Master Trust,

and thereafter distribute the then-remaining assets of the Master Trust (including accrued,

accumulated, and undistributed net income) to the extent of the termination less final

Administrative Costs to CPS Energy.

2.12 Alterations and Amendments. The Trustee and CPS Energy understand and agree that

modifications or amendments may be required to this Agreement from time to time to effectuate

12
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the purpose of this Master Trust, including, but not limited to, amendments necessary to comply

with requirements of the NRC, amendments consistent with qualifying income from trust

investments as tax exempt under the Internal Revenue Code, or other amendments not

inconsistent with the use of trust fiunds solely for decommissioning purposes as provided herein.

CPS Energy reserves the right at any time to amend in whole or in part any or all of the provisions

of this Agreement by an instrument in writing duly acknowledged and delivered to the Trustee;

provided, however, that no such amendment which afficts the rights, duties, responsibilities or

immunities of the Trustee may be made without its consent.

2.13 Notice RegaLd ing_ Disbursements or Payments. Except for (i) payments of ordinary

Administrative Costs (including taxes) and other incidental expenses of the fund (including legal,

accounting, actuarial, and trustee expenses) in connection with the operation of the fund, (ii)

withdrawals being made under 10 CFR 50.82(a)(8), (iii) adjustments for Erroneous Contributions

pursuant to Section 2.3 hereof, (iv) transfer of monies between the Fund Accounts in accordance

with Section 2.4 hereof (pursuant to a Certificate of CPS Energy that such transfer is necessary:to':

effectuate the purposes of this Master Trust), and (v) payment of Pre-Shutdown:

Decomnissioning Costs or Spent Fuel Management Costs, no disbursement or payment may be

made from the trust until written notice of the intention to make a disbursement or paynent has

been given to the Director, Office of Nuclear Reactor Regulation, or the Director, Office of

Nuclear Material Safety and Safeguards, as applicable, at least 30 working days before the date of

the intended disbursement or payment. The disbursement or payment from the trust may be made

following the 30-working day notice period if no written notice of objection from the Director,

Office of Nuclear Reactor Regulation, or the Director, Office of Nuclear Material Safety and

Safeguards, as applicable, is received by the Trustee or the Company within the notice period.

The required notice may be made by the Trustee or on the Trustee's behalf No such notice is

required fbr withdrawals being made pursuant to 10 CFR 50.82(a)(8)(ii), including withdrawals

made during the operating life of the plant to be used for decommissioning planning. In addition,

no such notice is required to be made to the NRC after decommissioning has begun and

13
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withdrawals are being made under 10 CFR 50.82(a)(8).

2.14 Disbursements or Pamnents for and Account of Pre-Shutdown Deco mmissioning Costs or Spent

Fuejl a ~na4,eet Costs. Following reallocation of funds in accordance with Section 2.4, only

Pre-Shutdown Decommissioning activities may be paid for from the South Texas Project Units I

& 2 Pre-Shutdown Decommissioning Fund and only Spent Fuel Management activities may be

paid for fromn the South Texas Project Units I & 2 Spent Fuel Management Fund; and Pre-

Shutdown Decommissioning Costs or Spent Fuel Management Costs may not be recovered from

any other funds or accounts that are part of the Master Trust. Amounts held in the South Texas

Project Units I & 2 Pre-Shutdown Decommissioning Fund and the South Texas Project Units I

& 2 Spent Fuel Management Fund shall not be counted toward minimum funding amounts for

Decommissioning established in NRC regulations. in the event that funds remain in cit her the

South Texas Project Units I & 2 Pre-Shutdown Decommissioning Fund or the South Texas

Project Units, l1 & 2 Spent Fuel Management Fund fbllowing completion of all Pre-Shutdowrin:.

Decommissioning activitiesor Spent Fuel Management activities, such funds iiay-.bedesignated

by CPS Energy via Certificate to the Master Trust for Decommissioning Costs and used for

Decormmissioning activities until those funds are exhausted or Decommissioning has been

completed.

ARTICLE 3 - TRUST MANAGEMENT AND ADMINISTRATION

3.1 Management Duties. CPS Energy, by and through the Authorized CPS Energy Representatives

as specified in Paragraph 1.1(3), shall oversee the investments of the Master Trust and perform all

duties attendant thereto, including, but not limited to, (a) the direction of the investment of assets

of the Master Trust, (b) the preservation and protection of any interests of the Master Trust and

its assets, (c) the appointment of Investment Manager(s), who may include the Trustee, who are

independent and outside of the administrative control of CPS Energy, who shall make day-to-day

decisions regarding investments of the Master Trust consistent with the applicable laws and
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regulations governing such Master Trust investments, and (d) the execution of whatever

contracts, agreements, or other documents it deems necessary to manage the Funds of the Master

Trust. CPS Energy may retain the services of such professional advisors, legal counsel, and

administrative support as it deems necessary to carry out its responsibilities. The reasonable fees

and/or compensation for any such assistance CPS Energy may desire to retain shall be regarded as

Administrative Costs payable in accordance with Section 2.2 as approved by CPS Energy.

3.2 Evaluation of Trustee and Investment Manager(s). CPS Energy shall evaluate the performance of

the Trustee and any Investment Manager(s) annually and submit a written report to the CPS

Energy Board of Trustees. The report shall include, at a minimum:

(1) A fimding, with supporting analysis, as to whether the current Trustee and Investment

Manager(s) should be retained or replaced;

(2) A justification'f6ir the use of onie or MoreInvestriient Manager(s) (if applicable); and

(3) An itemized accounting of the Master Trust administration expenses and their basis, and all

other expenditures from the Master Trust.

At least once every five (5) years, CPS Energy shall evaluate potential substitute Trustees and

submit a report to the CPS Energy Board of Trustees. This report may be combined with the

annual report described above and shall include, at a minimum:

(I) A description of CPS Energy's attempts to solicit proposals from other firms which can

perform the trust duties: and

(2) An evaluation of at least three (3) organizations which could potentially replace the current

Trustee.
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Notwithstanding the paragraph above, CPS Energy shall not be required to solicit proposals to

replace a Trustee(s) who, in the judgment of CPS Energy, is perfbrming adequately and has

served as Trustee tbr less than five (5) years.

3.3 L._nimitationsonTrusteeActins_. The Trustee shall not take any action or participate in any

transaction which would violate the terms and conditions of any instructions provided by CPS

Energy pursuant to Section 3.4 so long as the terms and conditions are consistent with this

Agreement.

3.4 Instructions to Trustee. All orders, directions, requests, instructions and Certifications by CPS

Energy to the Trustee shall be in writing, signed by two Authorized CPS Energy Representatives

(one of which must be the General Manager & CEO or the Treasurer, or Assistant Treasurer as

applicable). The Trustee shall have the right to assume, in the absence of written notice to the

contrar~y, that no event. constituting a change or a termination ofthe authorityfoany:.peson .to .act..r-:

.,on behailfof CPs Energy has occurred. The Trustee shall have no. duty to act in.theabgeiiceof:

such orders, directions, requests, instructions, and Certifications from CPS Energy.

ARTICLE 4 - TRUSTEE

4.1 General Powers. The Trustee shall hold all property of the Funds in 'trust in the Master Trust.

The Trustee shall have, with respect to the Master Trust, the following powers, all of which are to

be exercised in a fiduciary capacity and in the best interests of CPS Energy, and which are to be

exercised as the Trustee, acting in such fiduciary capacity, in its discretion., shall determine.

Except as otherwise provided, this list is intended in no way to limit the powers of the office.

(1) Payment of Administrative Costs. To pay all Administrative Costs as defined in

Paragraph 1. 1 (1), but only upon written authorization of CPS Energy.
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(2) R 1instration of Securities. To register and to hold in trust any bonds, securities,

and/or other property in the Funds in the name of the Master Trust or to deposit or

arrange for deposit of any securities issued by the U. S. government, or any agency or

instrumentality thereof, in trust in book entry form with a Federal Reserve Bank;

provided, however, that at all times the books and records of the Trustee show that all

such securities are part of the Master Trust.

(3) Receipt of Money. To collect and receive any and all money or other property due to

the Master Trust or any fiund and to give fuill receipt therefor.

(4) Resolution of Claims. To commence or defend suits or legal proceedings, to protect

any interest of the Trustee, providing such action has been previously approved by

CPS Energy and, with the pennission of CPS Energy, to represent the Trust in all suits

or legal proceedings in any court or betbre any other body or tribunal.

(5) Location of Assets. Toq hold.any.property belonging to the Master Trust at any place.

in the United States with the prior approval of CPS Energy.

(6) Retention of Professional Services. To execute any of the powers under this

Agreement and to perform the duties required of it hereunder by or through its

employees, agents, attorneys, or receivers, except as limited by Section 4.1 (10) of this

Trust Agreement. Any costs and expenses of its employees and agents or any costs

and expenses associated with the retention of professional services by the Trustee shall

be borne by the Trustee.

(7) Powers of Trustee to Continue Until Final Distribution. To exercise any powers after

the date on which the principal and income of the Master Trust shall have become

distributable and until such time as the entire principal and income of the Master Trust

shall have been actually distributed by the Trustee. It is intended that distribution of
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the Master Trust will occur as soon as possible upon termination of the Master Trust,

subject, however, to tile limitations contained in Sections 2.9 and 2.1 0.

(8) .Exercise of_' Powers. To do any and all other acts which the Trustee shall deem proper

to effectuate the powers specifically conferred upon it by this Agreement, provided,

however, that the Trustee may not do any act or knowingly engage in any transaction

which would:

(a) Contravene any provision of this Agreement; or

(b) Violate the terms and conditions of any instructions, Certifications, or other

directions provided by CPS Energy.

(9) Texas Trust Code. To exercise all rights, powers, options and privileges now or

hereafter granted to, provided fbr or vested in Trustees under the Texas Trust Code,

except such as conflict with the terms of this Agreement or applicable law. As far as

possible, no subsequent legislation or. revelation: shall be in limitation of the rights;

powers, options or privileges granted to the Trustee under this Agreement or in the

Texas Trust Code as it exists at the time of the execution of this Agreement or any

subsequent amendment.

(10) Subcustodians. To provide trustee, custodial and subcustodial services for all

investments of the Funds, either directly or through its affiliates or divisions, unless tihe

Trustee has obtained the prior written approval of CPS Energy to use another entity as

a subcustodian or subtrustee. Notwithstanding the above, without the prior written

approval of CPS Energy the Trustee may entrust property of the Funds to national or

regional depositories or clearing agencies such as the Depository Trust Company and

Federal Reserve Banks provided that (1) the property is held in an. account which

contains only property held by the Trustee as custodian or trustee for its customers,

(2) the property is separately identified on the books of the Trustee as being held in its
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capacity as Trustee of the Master Trust; and (3) the property so held is subject only to

the instructions of the Trustee, which in turn shall be subject to the provisions of this

Master Trust Agreement.

4.2 Designation and Qualification of Successor Trustee(s) by CPS Energsy. CPS Energy shall have

the power to appoint the Trustee and all successor Trustees fbr the Master Trust. CPS Energy by

this Agreement has appointed the corporate fiduciary named herein having all requisite corporate

power and authority to act as the sole Trustee. The Trustee shall act in accordance with the

directions and Certifications provided to it by CPS Energy under the terms of this Agreement.

The Trustee shall be removed and replaced with a successorTrustee as provided below:

(I) In the event that the Trustee then serving shall: (a) relinquish or suffer a revocation of

its authority to act as a fiduciary; (b) become insolvent or admit in writing its

insolvency; (c) be unable or admit in writing its inability to pay,,its debts as such debts.

, tntiur&; (d) make a general assignment fdr'the beni~fit of creditOis; (h)haVe' an

involuntary petition in bankruptcy filed against it; (f) commence a case under or

otherwise seek to take advantage of any bankruptcy, reorganization, insolvency,

readjustment of debt, dissolution or liquidation, law, statute or proceeding; or (g) be

subject to receivership under the authority of the Federal Deposit Insurance

Corporation or the Comptroller of the Currency, the Trustee shall automatically be

replaced and shall immediately transfer and pay over to such successor Trustee the

monies and assets then constituting the Master Trust and its Funds to a successor

Trustee appointed by the General Manager & CEO of CPS Energy and in accordance

with any instructions contained in a Certificate of transfer issued by CPS Energy.

(2) In the event that the Trustee then serving shall ftail to meet the financial criteria and

qualifications set by CPS Energy from time to time, CPS Energy may immediately

remove the Trustee upon written notice delivered to such Trustee and the Trustee
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shall immediately transfer and pay over to such successor Trustee the monies and

assets then constituting the Master Trust and its Funds to a successor Trustee

appointed by the General Manager & CEO of CPS Energy and in accordance with any

instructions contained in a Certificate of transfer issued by CPS Energy.

(3) In any instances other than those described in Sections 4.2 (1) and (2), CPS Energy

shall have the right to remove the Trustee then serving at any time and for any or no

reason and appoint a successor Trustee upon thirty (30) days notice in writing to the

Trustee, or upon such shorter notice as may be acceptable to the Trustee. In these

instances, the successor Trustee shall accept its appointment to serve as Trustee of this

Master Trust by executing a written and acknowledged acceptance delivered to CPS

Energy, which acceptance shall also speci,' the date on which the successor Trustee

will assume administration of the Master Trust, at least ten (10) business days befbre

such-appointment. CPS-Energy shall provide a copy of this acceptance to the Trustee- -

then- serving".' 'The Trustie:then serving, on the effective date of the transf•r. .shall

assign, transfer and pay over to such successor Trustee the monies aid assets then

constituting the Master Trust and its Funds.

(4) The CPS Energy Board of Trustees shall ratify the, appointment of any successor

Trustee selected by the General Manager & CEO of CPS Energy, or select another

successor Trustee. Any successor Trustee shall have all the rights, powers, duties and

obligations of its predecessor in trust hereunder, with like effect as if originally named

as Trustee hereunder.

4.3 Resignation. The Trustee or any successor Trustee may resign at any time by written notice

which shall be delivered to CPS Energy not less than ninety (90) days prior to the effective date of

the Trustee's resignation or upon such shorter notice as may be acceptable to CPS Energy. CPS

Energy shall appoint a successor Trustee effective as of the effective date of the resignation, and
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the Trustee then serving shall assign, transfer and pay over to such successor Trustee the monies

and assets then constituting the Master Trust and its Funds.

If for any reason CPS Energy cannot or does not act in the event of the resignation of the Trustee,

the Trustee then serving may apply to a court of competent jurisdiction for the appointment of a

successor Trustee. Any reasonable expenses incurred by the Trustee in connection with the

appointment of a successor Trustee by the court shall be deemed to be Administrative Costs

payable in accordance with Paragraph 4.1 (1).

4.4 Merger of Trustee. Any corporation into which the Trustee may be merged or with which it may

be consolidated, any corporation to which Trustee transfers all or substantially all of its trust

business or any corporation resulting from any merger or consolidation to which the Trustee shall

be a party, shall be the successor Trustee under this Agreement without the necessity of executing

S. or-filing.any:additional acceptance of this Agreement or the performance of any fuirther act-'oP. the

: , part of any~parties herieto.

4.5 Co.npensation. The Trustee shall be entitled to compensation from the Master Trust per the fee

schedule set forth in its entirety in Attachment C. This fee schedule is guaranteed for a period of

five (5) years. The fee schedule may be revised upon mutual agreement of CPS Energy and the

Trustee at the end of this period.

All Trustee fees shall constitute Administrative Costs, shall be billed by the Trustee on. a quarterly

basis and shall be forwarded to CPS Energy at the address provided in Section 6.5.

4.6 Maintenance of Fund Accounts. The Trustee shall maintain a separate Fund Account for each

Fund established under Section 1.4 of this Agreement to account for Decommissioning

Contributions made to each Fund Account, all income and other increments earned in each Fund

Account, and disbursements from each Fund Account subject to the provisions of Section 2.5.
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4. ccount Statemets Th rstee shall present financial statements to CPS Enegy onarotl

basis (within ten (10) business dlays following the end of each month), or at such other fr-equey

as CPS Energy~ shall from time to time require. The financial statemnents shall show (a)th

financial condition of the Master 'Trust, including. without limitation, beginning and ending Fun

balances, all contributions, 'investments., income received, disbursements made (including

Administrative Costs) and all other transactions hereunder, for the statemnent period; (b)

description of all securities and investments purchased and sold, with the cost and net proceedso

:ff ~ such purchases or sales, and (c) all cash, securities and other property held by each Fund Aceonat theendof.the..... ........ ~pr t a

accounts, books and records relatin to the Master Trust and the Fund Accounts shall be opena

all reasonable times to inspection by CPS Energy or by any other person designated by CPS

Energy. CPS Energy shall assume responsibility for employing independent certified pu

accountants to audit the financial statements of the Master Trs o ess rqenly I than a nnuIV

Within thirty (30) days following the close of the 'Master Trust's accounting Year as defined i

Section 6.8, the Trustee shall prepare and furnish to CPS Energy a written report setting fot

with respect to each Fund beginning and ending, Fund balances. all contributions, investmens

receipts, disbursements and other transactions effected* by it during the preceding fiscal yer

including a description of all securities and investments purchased and sold, with the cost andne

proceeds of such purchases or sales, showing all cash, securities and other property held by ec

Fund Account at the end of the year and providing a valuation of such property at such year end

Within sixty (60) days following the removal or resignation of a Trustee as provided in Sectin

4.2, 4.3 and 4.4, the Trustee shall prepare and furnish to CPS Energy and to any successor

Trustee a written report containing all of the information required for fiscal year-end statemet

with respect to the period fr-om the close of the previous fiscal year to the date of removalo

resignation,

.;:~i:i)i}.)i;•,))i:i~i•i.i•?:i•?:i~~i.!)2
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Copies of all records relating to the Master Trust and each of the Fund Accounts shall be

maintained by the Trustee until the termination of the Master Trust and distribution of all of the

assets of'the Master Trust (even if the Trustee is not then serving as Trustee). Such copies may

be maintained on microfilm or microfiche.

4.8 Liability. The Trustee shall be liable for the acts, omissions or defaults of its officers, employees

and agents. Unless the Trustee participates in or undertakes to conceal an act or omission of CPS

Energy or an Investment Manager(s), knowing such act or omission to be a breach of the

Agreement by CPS Energy or the fiduciary responsibility of an Investment Manager(s), the

Trustee shall be under no liability by reason of any action taken or not taken by it in accordance

with any Certification or other writing of CPS Energy or any Investment Manager(s), provided

such directions and/or instructions contained in a Certification or other writing are necessary and

proper to effectuate and -carry' out..the .purpose: of the Master Trust and the powers granted unldei..

this Agreement or any Investment Management Agreement. In any event, the Trustee sha~ll be

under no liability for any loss of any kind by reason of changes in value of the authorized

investments purchased, sold, or retained by CPS Energy or any Investment Manager(s), nor for

the risk or diversification of the portfolio, nor for the turnover of the investments.

The Trustee is prohibited from doing any act or engaging in any transaction that would violate the

terms and conditions of any instructions provided by written Certificate or other writing of CPS

Energy, or contravening any provision of this Agreement. Upon receipt of notice of either (a)

instructions and/or Certifications of CPS Energy to the Trustee, or (b) acts or transactions CPS

Energy believes constitute a violation by the Trustee of the provisions of this Agreement, the

Trustee shall follow the instructions and/or Certifications of CPS Energy, and/or cease and desist

from the acts or transactions identified in such Certification or writing as violating the provisions

of this Agreement. To the extent the Trustee fails to follow the instructions and/or Certifications

of CPS Energy, or continues with any act or transaction identified in such Certification or writing
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as violating the provisions of this Agreement, from the date of receipt of the Certification or

writing providing the instructions and/or notice of violation of the provisions o0 this Agreement,

the Trustee shall be liable Fbr all consequences resulting from such failure. Notwithstanding the

fbregoing, the Trustee shall be liable for all consequences resulting fr-om any violation by the

Trustee of the provisions of this Agreement, regardless of whether notice thereof was provided by

CPS Energy, and as of the date of such violation.

ARTICLE 5 - INVESTMENTS AND INVESTMENT POWERS

5.1 Appointment/Removal!Resignation of Investment Manager(s). CPS Energy may direct the

investment of all or a specified portion of the Master Trust; provided, however, that day-to-day

decisions regarding investments of the Master Trust shall be made by an independent Investment

Manager. Additionally, CPS Energy may appoint one or more Investment Managers by separate

."agreement: to: direct the investment of all or a ýspecified portion oafthe ;Master, -,Trust. -The

appointment of the Investment Manager(s) shall be made in accordance with procedurýs specified

by CPS Energy. CPS Energy shall provide written notice of any appointment of an Investment

Manager(s) to the Trustee. The Investment Manager(s) shall certify in writing to CPS Energy and

the Trustee that it is 4ualified to act in the capacity provided under an Investment Management

Agreement, shall accept its appointment as Investment Manager in writing, shall certity' the

identity of the person or persons authorized to give instruction or directions to the Trustee on its

behalf, including specimen signatures, and shall undertake to perform the duties imposed on it

under an Investment Management Agreement executed by it and CPS Energy. The Trustee may

continue to rely upon all such certifications unless otherwise notified in writing by CPS Energy or

the Investment Manager(s), as the case may be.

CPS Energy shall also have the right to remove any appointed Investment Manager. In the event

that an Investment Manager should resign or be removed, CPS Energy shall manage the portion

of the Trust previously managed by said Investment Manager pursuant to the provisions of this
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Trust unless the Trustee is notified of the appointment of another Investment Manager with

respect to such portion.

5.2 h-n-estment Direction bv (PS Energy-- and/o r Investment Nlanae(). CPS Energy and/or any

Investment Manager(s) appointed by CPS Energy to manage all or a specified portion of the

Master Trust shall have authority to manage and direct the acquisition and disposition of the

assets of all or a specified portion of the Master Trust over which it has designated investment

authority. Only investments specified in Paragraph 5.4(b) of this Master Trust are authorized

trust investments. CPS Energy and/or the Investment Manager(s) shall have the power and

authority, exercisable in its sole discretion at any time, and from time to time, to issue and place

orders for the purchase or sale of Fund securities directly with brokers or dealers. The Trustee,

upon proper notification firom CPS Energy or an Investment Manager, shall have the authority to,

and shall execute, settle and deliver in accordance with the appropriate trading authorizations.

Written notification, oflthelisssuanceo0f -each authorization shall be given promptly to the Trustee,

by CPS Energy or. the Investment Manager(s),,'and CPS Energy or the Investment Manager(s)

shall cause the execution of such order to be confirmed in writing to the Trustee by the broker or

dealer.

The authority of any Investment Manager(s) and the terms and conditions of the appointment and

retention of any Investment Manager(s) shall be the sole responsibility of CPS Energy. Any duty

of supervision or review of the acts, omissions or overall perfornance of any Investment

Manager(s), other than those necessary and proper to effectuate and carry out the purpose of the

Master Trust and powers granted under this Agreement or any Investment Management

Agreement, shall be the exclusive responsibility of CPS Energy. The Trustee shall have no duty

to make suggestions to any Investment Manager(s) or to CPS Energy with respect to the exercise

of or the failure to exercise any power by the Investment Manager(s), except that the Trustee shall

have the duty to review any securities or other assets purchased by CPS Energy or any Investment

Manager(s) to ensure compliance and confonnity with investment restrictions as provided in
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Paragraph 5.4(b) of this Agreement and/or any of the relevant investment provisions of any

Investment Management Agreement between CPS Energy and any Investment Manager.

5.3 Trustee's Investment Powers. 'The Trustee acknowledges and recognizes the authority of CPS

Energy and/or the Investment Manager(s) to manage and to direct the investment and

reinvestment of the assets of the Master Trust as provided in Sections 3.)1 and 5.2 of this

Agreement and/or pursuant to an Investment Management Agreement executed between CPS

Energy and an Investment Manager(s). The Trustee agrees to cooperate with CPS Energy and/or

the Investment Manager(s) as necessary to facilitate the exercise of these powers. CPS Energy

directs the Trustee, without further written authorization by CPS Energy, to invest cash balances

on a daily basis in interest-bearing, fully collateralized accounts, or other investments which are

authorized investments under the applicable sections of Title 9 of the Texas Property Code, as it

may be amended from time to time. including a fiduciary money market fund, until directed to do

otherwiseý by CPS Energy and/or an InvestmentrManager.

5.4 CPS Energy's Investment MIanagemenqt Powers. CPS Energy's Investment Manager shall have

the following investment management powers, all of which are to be executed in a fiduciary

capacity and in the best interest of CPS Energy, mad which are to exercised by CPS Energy in its

discretion:

(a) Preservation of Principal. To direct the investment of the assets of the Master Trust in

a manner designed to maximize and preserve the income and principal of the Master

Trust for the purposes of the Master Trust, pursuant to subsections (b) and (c)I

(b) Investment of Funds. To direct the investment and reinvestment of all or part of the

Funds, including any undistributed income, as directed in the City Public Service South

Texas Project Decommissioning Trust Investment Policy and specifically, Appendix A,

CPS Trust (Attachment D). Furthermore, the Funds may not be invested in any

securities issued by CPS Energy, the City of San Antonio, any of its agencies, or any
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utility which has ownership of nuclear generating capacity. In all cases, however, the

total investments must be sufficiently liquid to enable the Master Trust to fialfill the

purposes of the Master Trust and to satisfy obligations as such obligations become

due;

(c) Management of Master Trust.

(I) To direct the sale, exchange, conveyance, partition, or other disposition of all or

any part of the Master Trust, at public or private sale, on such terms, in such

manner and at such prices as CPS Energy shall determine;

(2) To direct the modification, renewal or extension of bonds, notes or other

obligations or any installment of principal or any interest due thereon and the

waiver of any defaults in the perfbrmance of the terms and conditions thereof,

(3) To direct and authorize the Trustee to make, execute, acknowledge and deliver

any and all0` UuIII ei t0 transiei cu L1cAnvcvance and any and al, hr

instruments in connection with these powers, at such times, in such manner and

on such terms and conditions as CPS Energy may deem. expedient to

accomplish the purpose of the Master Trust as set forth in Section 1.3; and

(4) To direct and authorize the Trustee to renew or extend the time of payment of

any obligation, secured or unsecured, payable to or by this Master Trust, for as

long a period or periods of time and on such terms as CPS Energy shall

determine; and to direct and authorize the Trustee to adjust, settle, compromise,

and arbitrate claims or demands in favor of or against this Master Trust, on such

terms as CPS Energy may deem advisable.

(d) _Disposition of Investments. When required to make any distributions under Section

2.2 or Section 4. 1(1), the Trustee shall sell investments at the best price reasonably
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obtainable, or present investments for prepayment, but only as directed by CPS Energy

in writing. The Trustee shall have no liability, except Ibr its own negligence or willful

misconduct, with respect to any stile or prepaynent of an investment directed by CPS

Energy or an Investment Manager or made at the direction of CPS Energy or an

Investment Manager through a broker/dealer.

(e) Self-Dealing. Notwithstanding anything contained in this Agreement to the contrary,

CPS Energy may not authorize any sale, exchange or other transaction which would

constitute an act of"self dealing" within the meaning of Sections 113.052 and 113.053

of the Texas Trust Code, as it may be amended from time to time.

ARTICLE 6 - MISCELLANEOUS

.6.1 . -Headigs.: Th&,sectionýoheadings set forth in this Agreement. and-the Table:of Contents arc.

inserted for 'convenience of. reference only and shall be disregarded. in the constructionor.

interpretation of any of the provisions of this Agreerment.

6.2 Particular Words. Any word contained in the text of this Agreement shall be read as the singular

or plural and as the masculine, tFeminine, or neuter as may by applicable or permissible in the

particular context. Unless otherwise specifically stated, the word "person" shall be taken to mean

and include an individual, partnership, association, trust, company, or corporation.

6.3 InterestedParties. CPS Energy shall have the right and power to enforce any and all provisions of

this Master Trust Agreement in a court of competent jurisdiction. Nothing expressed or implied

in this Agreement is intended or shall be construed to confer on, or to give to, any person or

corporation, other than CPS Energy and the Trustee, any right, remedy or claim under or by

reason of this Agreement, or any covenant, condition or stipulation contained herein, except as

provided for in Section 2.7. CPS Energy shall be entitled to receive payments for
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Decommissioning Costs and Administrative Costs of the Master Trust which CPS Energy may

incur in carrying out the purpose set tbrth in Section 1.3 of this Agreement.

6.4 Severability of Provisions. If any provision of this Agreement or its application to any person or

entity or in any circumstances shall be invalid, illegal or unenforceable, the application of such

provision to persons and in circumstances other than those to which it is invalid, illegal or

unenforceable and to the other provisions of this Agreement shall not be affected by such

invalidity, illegality or unenforceability.

6.5 Delivery of Notices Under Agreement. Any notice, communication or billing for Trustee's fees

required by this Agreement to be delivered to CPS Energy or any notice, certification or

communication to the Trustee shall be deemed to have been delivered when mailed, postage

prepaid, by registered or certified mail, to the person to be notified as set forth below:

Ifto.PClS Energy: ... • : . ..... . If to the Trustee: <:;,,: .,.;.-

City Public Service, Frost National Bank
145 Navarro Retirement Services Division
P. O. Box 1771 P.O. Box 2950
San Anonio, Texas 78296-1771 San Antonio, Texas 78299-2950
Attention: Treasurer Attention: Project Deco mmissioning

CPS Trust

CPS Energy or Trustee may change its address by delivering notice in writing to the other party.

6.6 Successors and Assigns. Subject to the provisions of Sections 2.7, 4.2, 4.3 and 4.4, this

Agreement shall be binding on and inure to the benefit of CPS Energy, the Trustee and their

respective successors and assigns. This Agreement may not be assigned to any other party in

whole or in part without the prior written consent of both parties to this Agreement. Except as

provided in Section 4.1 (10), the duties of the Trustee may not be delegated by the Trustee

without the prior written consent of CPS Energy.
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6.7 Governing Jurisdiction. This Agreement is a Texas trust and all questions pertaining to its

validity, construction, and administration shall be determined in accordance with the laws of the

State of Texas as if executed in and to be wholly performed within the State of Texas.

6.8 AccountingYear. The Master Trust shall operate on an accounting year which coincides with the

calendar year, January 1 through December 3 1.

6.9 Counterparts. This Agreement may be executed in any number of counterparts, each of which

shall be an original, with the same effect as if the signatures were on the same instrument.

6.10 Financial Accounting of Trustee. Any bank serving as the Trustee of the Master Trust shall

provide qua-terly financial statements on the financial condition of the bank and shall also submit

evidence to the CPS Energy Board of Trustees that thebank is satisfying the capital reserve

;. . . .:requirements established by the Federal Reserve.e . -

6.11 Effective Date. This amended Restated Decommissioning Master Trust Ageement is effective

March 1 1, 2009.
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IN WITNESS WHEREOF, CPS Energy and the Trustee have set their hands and seals to this

Agreement this _ dJ. day of . 2009.

CITY PUBLIC SERVICE

Attest:

Milton B. Lee

General Manager & CEO

'- '"/ '• •-. By.

David C. Jungmati..

Assistant Treasurer

Paula Y. Gold-Williams

Treasurer

FROST NATIONAL BANK (as Trustee)

Attest:

Name: 5-cVC-1 A ý K -GE

Title: V i (c p 1-•2AJ' T

By:

Name:

Title:

(Jr/ P :111

~7~6' t'~4
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ATTACHMENT A
DECOMMISSIONING TRUST DISBURSEMENT CERTIFICATE

INSTRUCTIONS

This certificate is required for decommissioning or administrative costs actually incurred by CPS Energy and paid or
payable to any person or organization or for reimbursement of decommissioning or administrative costs previously paid by
CPS Energy to any person or organization in connection with the decommissioning of the applicable plant or the
administration of the CPS Trust.

AUTHORIZATIONS
The certificate shall be submitted to the Trustee and must be siened by two authorized representatives of CPS
Energy, one of whom must be the General Manager & CEO or the Treasurer if the disbursement is for
deconmmissioning costs- and one of who must be the General Manager & CEO, Treasurer or Assistant Treasurer if
the disbursement is for administrative costs and snbiect to the following limits:

$50,000 or less - Assistant Treasurer plus Authorized CPS Energy Representative
$1,000,000 or less - Treasurer plus Authorized CPS Energy Representative
Over $1,000,000 - General Manager and CEO plus Authorized CPS Energy Representative

Except for disbursements for administrative costs. no disbursements or payments from the funds shall be made by the
Trustee unless the Trustee has first provided thirty days prior notice of such disbursement of payment to the NRC and the
Trustee has not received written notice of an objection from the NRC Director, Office of Nuclear Reactor Regulation, by the
later of(l) the date that is thirty days after the giving of such notice, or (2) the date of disbursement.

DECOMMISSIONING FUND DISBURSEMENT REQUIRED INFORMATION
* Amount of money to be paid.
* Funds from which payment is to be made.

P. , urpose fbr which the obligation to be paid or reimbursed .
was incurred.

a, Indication as either decommissioning or administrative costs.
* The party to which the payment shall be made.

AUTHORIZATION
Authorized CPS Enerisy si-natures:

Milton B. Lee
General Manager and CEO

Date

Date

David C. Jungman
Senior Director
Finance
Assistant Treasurer

Date

Paula Gold-Williams
Executive Vice President & CFO
Treasurer

Authorized CIPS Energy Representative

The support must first be reviewed and approved by a designated person in Cash Management.
Fot C1,S Ute onlv

hpvoiccs R40 ccitd ,, r•uth,;,it¢c4 patt,'s tD-e:

JltVC/IC~l• Se'i] tFr,s Oak"$1r) : __________

32



Attachment 4
NOC-AE-09002457
Page 1 of 44

CERTIFICATE OF ASSISTANT SECRETARY

The undersigned Assistant Secretary of the City Public Service Board of San Antonio

("CPS Energy"), an independent board of the City of San Antonio, a Texas municipal entity, in his

capacity as an officer of CPS Energy and not individually, does hereby certify that:

Attached here to is a true and correct copy of the "Resolution by the City

Public Service Board of San Antonio, Texas relating to the City Public

Service Restated Decommissioning Master Trust Agreement Related to

the South Texas Project Interest Acquired from AEP Texas Central

Company: Master Trust (TCC Funded) Revised February 4, 2009 was

passed on March 2, 2009".

This Certificate was duly executed on April 8, 2008.

Robert K. Temple
Assistant Secretary to the
City Public Service Board

(Seal)



Attachment 4
NOC-AE-09002457
Page 2 of 44

CITY PUBLIC SERVICE OF SAN ANTONIO
DECOMMISSIONING TRUST INVESTMENT POLICY RESOLUTION

WHEREAS, section 1502.070 of the Texas Government Code vests management and
control of the CPS Energy gas and electric systems in the Board of Trustees of CPS Energy (the
"Board"), including management and control over the purchasing activities of the systems, and

WHEREAS, the Board is responsible for the prudent handling and control of funds and
investments of the City Public Service Board, the City Public Service Restated Decommissioning
Master Trust for the South Texas Project (the "CPS Trust"), and the City Public Service
Decommissioning Master Trust Agreement Related to the South Texas Project Interest Acquired
from AEP Texas Central Company (the "Master Trust (TCC Funded)); and

WHEREAS, CPS Energy desires the approval of a resolution acknowledging that a review
of the City Public Service South Texas Project Decommissioning Trust Investment Policy
("Decommissioning Trust Investment Policy" or "Policy") has been completed and adopting the
Decommissioning Trust Investment Policy as is. The Public Funds Investment Act of Texas
requires that the governing body of a local governmental entity review its investment policies and
investment strategies not less than annually, Changes to the Policy include the addition of a South
Texas Project Pre-Shutdown Decommissioning sub-account to the CPS Trust and the addition of
South Texas Project Units 1 & 2 Pre-Shutdown Decommissioning Fund (TCC Funded) and South
Texas Project Units 1 & 2 Spent Fuel Management Fund (TCC Funded) to the Master Trust (TCC
Funded), No other substantive changes were made to the Policy; and

WHEREAS, the CPS Energy staff has verified and represents to the Board of Trustees"
that the Decommissioning Trust investment Policy-as attached hereto is in compliancewith;the.
requirements of the U.S. Nuclear Regulatory Commission, Public Utility Commission of Texas,
Texas Public Funds Investment Act, Property Code Subtitle B, Title 9, where applicable;

WHEREAS, the CPS Energy staff has verified and represents to the Board of Trustees
that the Decommissioning Trust Investment Policy as attached hereto is in compliance with the
requirements of the City Public Service Restated Decommissioning Master Trust Agreement for the
South Texas Project, and the City Public Service Decommissioning Master Trust Agreement
Related to the South Texas Project Interest Acquired from AEP Texas Central Company, and is
hereby adopted and incorporated into this resolution by reference;

WHEREAS, the Board of Trustees shall review the Decommissioning Trust Investment
Policy on an annual basis; and

NOW, THEREFORE, BE IT RESOLVED that the Board hereby approves and adopts the
Decommissioning Trust Investment Policy as attached hereto, effective March 2, 2009.
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CITY PUBLIC SERVICE

RESTATED DECOMMISSIONING MASTER TRUST AGREEMENT

RELATED TO THE SOUTH TEXAS PROJECT INTEREST ACQUIRED FROM

AEP TEXAS CENTRAL COMPANY: MASTER TRUST (TCC FUNDED)

REVISED FEBRUARY 4, 2009

The City of San Antonio, acting by and through the City Public Service Board (hereinafter called "CPS

Energy"), having received applications from qualified banks to serve as the Trustee of the

Decommissioning Master Trust (TCC Funded), beginning January 1, 2006, and Frost National Bank

(hereinafter called the "Trustee") having submitted an application which was found by CPS Energy to

be the best and most acceptable application and the same having been accepted by CPS Energy, enter

into this Master Trust -Agreement (as from time to time amended, modified or supplemented, thi's :

"Agreement"), and agreeais fll!o\w: .

RECITALS

WHEREAS, CPS Energy has owned a 28% undivided interest in the South Texas

Project (STP) and maintained a decommissioning trust account and decommissioning trust funds in an

irrevocable trust account created and maintained exclusively for the purpose of safely dismantling and

disposing of waste from STP which is the subject of a separate decommissioning master trust agreement

between CPS Energy and the Trustee;

WHEREAS, CPS Energy has acquired firom AEP Texas Central Company ("TCC")

pursuant to that certain Purchase and Sale Agreement by and between AEP Texas Central Company,

CPS Energy and Texas Genco, L.P. dated as of September 3, 2004 (the "PSA") an additional undivided

12% interest in STP ("CPS Energy-acquired interest");
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WHEREAS, CPS Energy for purposes of this Master Trust (TCC Funded), and with

respect to the Master Trust (TCC Funded), is subject to regulation by the Public Utility Commission of

Texas (the "PUCT"), an agency of the State of Texas, and by the Nuclear Regulatory Commission (the

"NRC"), an agency of the United States government; and

WHEREAS, the NRC has promulgated regulations in Title 10, Chapter 1 of the Code of

Federal Regulations, Part 50, requiring CPS Energy, as a holder of a license issued pursuant to 10

C.F.R., Part 50, to provide assurance that funds will be available when needed for required

decommissioning activities; and

WHEREAS, CPS Energy, as an NRC licensee, is subject to NRC jurisdiction and must

comply with NRC regulations governing decommissioning activities, including those regulations that

make CPS Energy responsible for completing such deconmnissioning activities, including all

administrative activities related thereto; and

WHEREAS, the PUCT has adopted PUCT Substantive Rule § 25.303.which,' inteki lia,

prescribes' TCC's continuing responsibility for collecting decommissioning funds through its fates

pursuant to Public Utility Regulatory Act ("PURA") § 39.205; and

WHEREAS, pursuant to PUCT Substantive Rule § 25.303 and the PSA, TCC and CPS

Energy have entered into a Decommissioning Funds Collection Agreement that provides requirements

for TCC's on-going obligations to collect decommissioning funds from its historical customers to fund

the decommissioning obligations for the CPS Energy-acquired interest, as amended by Order of the

Public Utility Commission of Texas, Docket No. 35786, November 20, 2008 ("PUCT Order in Docket

35-786") (the "DFCA"); and

WHEREAS, the PUCT has authorized TCC, pursuant to PURA § 39.205, to include in

its cost of service for ratemaking purposes certain amounts to be contributed by TCC to

decommissioning funds in order to provide monies for the Decommissioning Costs, Spent Fuel

2
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Management Costs, and Pre-shutdown Decommissioning Costs with respect to the CPS Energy-acquired

interest; and

WHEREAS, CPS Energy and Trustee entered into a master trust agreement effective

January 1, 2006, and CPS Energy and Trustee previously agreed the master trust agreement effective

January 1, 2006 should be superseded with an agreement effective October 1, 2006; and

WHEREAS. CPS Energy and Trustee entered into a master trust agreement effective

October 1, 2006, and CPS Energy and Trustee now agree the master trust agreement effective October 1,

2006 should be superseded with this Agreement; and

NOW, THEREFORE, in consideration of the above recitals which are incorporated

herein and the mutual covenants set forth herein, CPS Energy and the Trustee agree as follows:

ARTICLE I DEFINITIONS, PURPOSE AND NAME

1.1 Definitions. As used"in this Decomnissioning Master Trust Agreement, the following

capitalized terms shall nave the following meanings':"

(1) "Administrative Costs" shall mean all ordinary and necessary expenses and other

incidental costs incurred in connection with the operation of the Master Trust (TCC

Funded) and the Funds, including, but not limited to, Trustee fees, Investment Manager

fees, fees and expenses of TCC to the extent authorized by applicable laws, including

rules and orders of the PUCT, the fees and/or compensation of any professional advisors,

legal counsel or administrative support hired by CPS Energy as provided in Section 3.1

or any other fees approved in advance by CPS Energy which are incurred in the discharge

of the Trustee's fiduciary obligations under this Agreement.

(2) "Authorized CPS Energy Representatives" shall mean the General Manager & CEO, the

Treasurer, and the Assistant Treasurer of CPS Energy, or any other person designated as

3
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an Authorized Representative. A Certificate documenting the designation of Authorized

Representatives will be filed with the Trustee.

(3) "Board of Trustees" shall mean the Board ofiTrustees of CPS Energy.

(4) "Certificate" or "Certification" shall mean a written Certificate signed by two Authorized

Representatives of CPS Energy

(5) "Decommissioning" shall mean the entombment, decontamination, dismantlement,

removal and disposal of the structures, systems and components of a Unit, including all

preparation for decommissioning, such as engineering and other planning, and all related

work with respect to a Unit after actual decommissioning occurs, such as physical

security and radiation monitoring, to the extent such activities are part of a

decommissioning plan fbr a Unit approved by the U.S. Nuclear Regulatory Commission

(the "NRC") and also including Site Restoration Activities to the extent disclosed in a

Decommissioning Study submitted to the NRC; provided, however, funds allocated tor,.,

Site Restoration Activities shall not be counted toward the amount necessary, to-fund,

Decommissioning as required by the NRC.

(6) "Decommissioning Collections" shall mean the amounts collected, whether through

payment of bundled rates or a separate tariff rider, including amounts collected through

PUCT-approved modifications to the nonbypassable charge, remitted by TCC to the

Trustee pursuant to the DFCA.

(7) "Decommissioning Contributions" shall mean all amounts contributed to the Funds

pursuant to the DFCA (or otherwise) for Decommissioning Costs, Pre-Shutdown

Decommissioning Costs or Spent Fuel Management Costs.

(8) "Decommissioning Costs" shall mean the costs associated with Decommissioning.

(9) "Decommissioning Funds Collection Agreement" or "DFCA" shall have the meaning set

tbrth in the preamble hereto.

4
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(10) "Decommissioning Study" shall mean the most recently completed study of costs and

work associated with Decomnmissioning Cost Analysis for the South Texas Project

Electric Generating Station Units 1 & 2.

(I 1) "Disbursements" shall mean payments incurred by CPS Energy to any other person or

organization for Decommissioning Costs or Administrative Costs.

(12) "Disbursement Certificate" shall mean a document authorizing disbursements from the

Funds properly completed and executed by two Authorized Representatives of CPS

Energy (one of which must be the General Manager & CEO or Treasurer; the Assistant

Treasurer is allowed fbr purposes of paying Administrative Costs) and substantially in the

form of Attachment A of this Agreement.

(13) "Eligible Investments" shall mean such securities, bank deposits, collective, commingled

or mutual funds or other investments that are permitted to be purchased and held for the

account. of the Fund. in, which the investmentiiis, proposed to be acquired under (1)

applicable federal., state and -other governmental. laws, rules and regulations. including

without limitation PUCT Substantive Rule 25.303, and (2) the Investment Guidelines

then in effect with respect to the Fund for which the investment is proposed to be

acquired. Except for investments in funds tied to market indices or other non-nuclear

sector collective, commingled or mutual funds, the assets of the Funds shall not be

invested in the securities or other obligations of (i) CPS Energy or affiliates of any

thereof, or their successors or assigns, or (ii) any entity owning or operating one or more

nuclear power plants or any affiliates, subsidiaries, successors or assigns of any such

entity. Notwithstanding anything contained in this Agreement to the contrary, the term

"Eligible Investments" when used in reference to the Investment Manager shall mean

investments permitted by the applicable Investment Manager Agreement and Investment

Guidelines.

5
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(14) "Erroneous Contribution" shall have the meaning set forth in Section 2.3 of this

Agreement.

(15) "Funds" shall mean the South Texas Project Unit No. I Fund (former TCC interest), the

South Texas Project Unit No. 2 Fund (fonner TCC interest), South Texas Project Units 1

& 2 Pre-Shutdown Decommissioning Fund (TCC Funded); and South Texas Project

Units I & 2 Spent Fuel Management Fund (TCC Funded), collectively.

(16) "Fund Account" shall mean a separate subaccount established pursuant to this Agreement

and maintained by the Trustee for the South Texas Project Unit No. I Fund (fonrer TCC

interest), and the South Texas Project Unit No. 2 Fund (former TCC interest), South

Texas Project Units 1 & 2 Pre-Shutdown Decommissioning Fund. (TCC Funded); and

South Texas Project Units 1 & 2 Spent Fuel Management Fund (TCC Funded), to

account for all Decommissioning Contributions made to each Fund, all income and other

increments of -each: Fund, and all disbursements from .each Fund for Decommissioning-.,.

Costs or. Administrative Costs......

(17) "Fund Administrator" shall have the meaning set forth in the preamble hereto and shall

include any successor thereto.

(18) "Investment Guidelines" shall mean any written statement or statements, attached hereto

as Exhibit D, of CPS Energy in effect at a given time that incorporates the investment

requirements and restrictions of PUCT Substantive Rule 25.303 and details any other

applicable investment criteria and standards which shall be consistent with the investment

requirements and restrictions of PUCT Substantive Rule 25.303, with respect to one or

more Funds or portions thereof. CPS Energy may at any time, or from time to time,

adopt new or additional Investment Guidelines, or amend, supersede, or terminate

effective Investment Guidelines by delivering a copy of the new or additional Investment

Guidelines or notice of amendment, supersession or termination to the Trustee and any
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affected Investment Manager, provided that any such new, amended or additional

Investment Guidelines shall incorporate (or be consistent with) the investment

requirements and restrictions of PUCT Substantive Rule 25.303.

(19) "Investment Manager(s)" shall mean the fiduciary specified in an Investment

Management Agreement(s):

(a) which has been retained by CPS Energy to manage, acquire, or dispose of any

asset held in the Master Trust (TCC Funded),

(b) which is:

(i) registered as an investment adviser under the Investment Advisers Act of

1940, or

(ii) a bank, as defined in that Act, or

(iii) an insurance company qualified to perform services described in

subsection (a): above,, under the laws of more than one state: and

(c) which has acknowledged, in writing,. that it is a fiduciary with respect to: the

Master Trust (TCC Funded), that it is qualified to act under subsection (b) above,

and that it has agreed to be bound by all of the terms, provisions and covenants of

this Agreement applicable to it.

(20) "Investment Management Agreement(s)" shall mean the agreement(s) (if any) between

CPS Energy and any Investment Manager(s) selected by CPS Energy (the forms of such

agreement(s) being determined, and the selection of any Investment Manager(s) being

made by CPS Energy, which agreement governs the investment management of all or a

specified portion of the assets of the Master Trust (TCC Funded).

(21) "Master Trust (TCC Funded)" shall mean the City Public Service Decommissioning

Master Trust (TCC Funded) for the South Texas Project, which shall hold all

7
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Decommissioning Contributions to any Fund, together with investments and

reinvestments thereof and any income, earnings and appreciation thereon.

(22) "NRC" shall have the meaning as set forth in the preamble.

(23) "Plant" shall mean the South Texas Project, Unit Nos. 1 and 2, collectively

(24) "Pre-Shutdown Decommissioning" shall mean the removal and disposal of large

radioactive components, such as reactor vessel heads and steam generators, that are

documented in the Decommissioning Study, but which are not part of Decommissioning

or Spent Fuel Management.

(25) "Pre-Shutdown Decommissioning Costs" shall mean the costs associated with Pre-

Shutdown Decommissioning.

(26) "PUCT" shall mean the Public Utility Commission of Texas.

(27) "PUCT Order in Docket 35786" shall have the meaning set forth in the preamble hereto.

(28)• "PUCT Substantive Rule 25.303" or "Tex.: Admnin. Code .§25:303•, shall -mean the rules

":and regulations adoDted by the PUCT, effective October,26; 2004.. published; in, Texas

Register as Tex. Public Utility Comm'n Tex. Reg. et seq. (2004) and codified at 16 Tex.

Admin. Code §25.303, as such section may be amended, and any successors thereto.

(29) "PURA" shall mean the Public Utility Regulatory Act, Texas Utilities Code, Title 2

(1997), as amended from time to time.

(30) "Site Restoration Activities" shall mean the dismantlement of systems, structures and

components described in the Decommissioning Study, but which are not classified as

"decommissioning" in the NRC's rules and regulations.

(31) "South Texas Project" or "STP" shall mean the nuclear fueled electric generating

facilities owned by CPS Energy and others in Matagorda County, Texas.

(32) "South Texas Project Unit No. 1" shall mean Unit No. 1 of the South Texas Project.

8
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(33) "South Texas Project Unit No. I Fund (forner TCC interest)" shall mean the Fund

established and maintained under the Master Trust (TCC Funded) for decommissioning

the additional undivided interest in South Texas Project Unit No. I acquired by CPS

Energy pursuant to the PSA.

(34) "South Texas Project Unit No. 2" shall mean Unit No. 2 of the South Texas Project.

(35) "South Texas Project Unit No. 2 Fund (former TCC interest)" shall mean the Fund

established and maintained under the Master Trust (TCC Funded) for decommissioning

the additional interest in South Texas Project Unit No. 2 acquired by CPS Energy

pursuant to the PSA

(36) "Spent Fuel Management" shall mean the design, procurement, construction, licensing,

and operation of an independent spent fuel storage installation and the design,

procurement and handling of casks for spent fuel storage and all related security,

maintenance and operating activities to. the extent such activities areaccounted for in the

Decommissioning Study, but,.. are not-, part. of Decommissioning. or Pre-Shutdown

Decomrmnissioning.

(37) "Spent Fuel Management Costs" shall mean the costs associated with Spent Fuel

Management.

(38) "TCC" means AEP Texas Central Company, a Texas corporation, in its capacity as

collection agent under and pursuant to the DFCA, and shall include its successors and

assigns, in such capacity.

(39) "Trustee" shall mean the present Trustee of the Master Trust (TCC Funded) and any

successor Trustee.

(40) "Unit" or "Units" shall mean either South Texas Project Unit No. I or No. 2, singularly,

or South Texas Project Units No. I and No. 2, collectively.

9
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1.2 Authorization. Each of the Trustee and CPS Energy hereby represents and warrants that each

has full legal authority and is duly empowered to enter into and bind itself to the terms of this

Agreement, and has taken all action necessary to authorize the execution of this Agreement by

the officers and persons signing it. The Trustee warrants that it has a net worth of at least $100

million.

1.3 Master Trust (TCC Funded) Purpose. The exclusive purpose of this Master Trust (TCC Funded)

is to provide, in accordance with 16 Tex. Admin. Code §25.303, monies for the

decommissioning of the Plant consistent with 1.0 C.F.R., Part 50. In that regard, this Master

Trust (TCC Funded) shall accumulate, invest, reinvest and hold monies for the decommissioning

of the Units, pre-shutdown decommissioning, and related fuel storage to expend monies for that

purpose.

1.4 Establishnment of Master. Trust (TCC Funded). CPS Energy has previously., established and:,'...

maintains, or hereby, establishes, and by this Agreement establishes with the. Trustee:

(1) the Master Trust (TCC Funded) and trust subaccounts which shall consist of the trust

funds and investments listed in Attachment B and such Decommissioning Contributions

as subsequently may be delivered to the Trustee by TCC pursuant to the DFCA,

investments and reinvestments thereof, and earnings and appreciation thereon;

(2) the South Texas Project Unit No. 1 Fund (former TCC interest), and the South Texas

Project Unit No. 2 Fund (former TCC interest) each of which shall constitute a separate

Fund Account consisting of the Decommissioning Contributions designated for such

Fund as may be delivered to the Trustee by TCC pursuant to this Agreement and the

DFCA, together with investments and reinvestments thereof and earnings and

appreciation thereon;

10
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(3) the South Texas Project Units I & 2 Pre-Shutdown Decommissioning Fund (TCC

Funded) which shall constitute a separate Fund Account consisting of the

Decommissioning Contributions designated for such Fund as may be delivered to the

Trustee by TCC pursuant to this Agreement and the DFCA, together with investments

and reinvestments thereof and earnings and appreciation thereon;

(4) the South Texas Project Units I & 2 Spent Fuel Management Fund (TCC Funded) which

shall constitute a separate Fund Account consisting of the Decommissioning

Contributions designated for such Fund as may be delivered to the Trustee by TCC

pursuant to this Agreement and the DFCA, together with investments and reinvestments

thereof and earnings and appreciation thereon; and

(5) CPS Energy appoints the Trustee as trustee of the Master Trust (TCC Funded) and each

of the Funds, based on the CPS Energy's determination that the Trustee satisfies, as an

d'nitial matter, the requirements of PUCT'Substantihe Rule 25:303(e)(l )(C).

Name of Master Trust (TCC Fuinded), The Trust referredl:to by this ,Agreenment is known as the

"City Public Service Decommissioning Master Trust (TCC Funded) for the South Texas

Project."

.1.5

ARTICLE 2 DISPOSITIVE PROVISIONS

2,1 Additions to Master Trust (TCC Funded). From time to time after the initial Decommissioning

Contribution to the Master Trust (TCC Funded) and prior to the termination of the Trust, TCC

may make, pursuant to the DFCA, and the Trustee shall accept, additional Decommissioning

Contributions.

2.1.1 Use of Assets. Except for Administrative Costs, the assets in the decommissioning trust funds,

in the first instance, shall be used to pay (i) the expenses related to decommissioning the Units as
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defined by the NRC in its regulations and issuances, and as provided in the South Texas Project

Electric Generating Station licenses and any amendments thereto; (ii) Pre-Shutdown

Decommissio ning Costs; and (iii) Spent Fuel Management Costs.

2.2 Disbursements from Master Trust .(TCC Funde d. The Trustee shall make Disbursements to pay

Decommissioning Costs or Administrative Costs in accordance with the following procedures:

(1) Authorized Representative. CPS Energy shall promptly notify the Trustee of the

designation of any person as its Authorized Representative in addition to those defined

under Paragraph 1. 1(2) of this Agreement. The name of any person authorized to act on

behalf of CPS Energy shall be designated by Certificate, with a specimen signature of

such person, delivered to the Trustee by CPS Energy. The Trustee shall have no duty to

inquire independently into or investigate the continued authority of any person to act as

an Authorized Representative. *CPS Energy shall provide the Trrustee withwritteen notice

of the ,,teirination0. of any Authorized Representative's authority. .

(2) Submission of Disbursement Certificate. Disbursement Certificates for

Decommissioning Costs, Pre-Shutdown Decommissioning Costs or Spent Fuel

Management Costs actually incurred by CPS Energy and paid or payable to any person or

organization or for reimbursement of Decommissioning Costs, Pre-Shutdown

Decommissioning Costs or Spent Fuel Management Costs previously paid by CPS

Energy to any person or organization in connection with Decommissioning of the Plant,

Pre-Shutdown Decommissioning or Spent Fuel Management shall be submitted to the

Trustee and must be signed by two Authorized Representatives of CPS Energy, one of

whom must be the General Manager & CEO or the Treasurer,

Disbursement Certificates exclusively for Administrative Costs actually incurred by CPS

Energy and paid or payable to any person or organization or for reimbursement of
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Administrative Costs previously paid by CPS Energy to any person or organization in

connection with the administration of the trust shall be submitted to the Trustee and will

be effective so long as the Disbursement Certificate has been signed by two Authorized

CPS Energy Representatives. one of whom must be the General Manager & CEO,

Treasurer, or Assistant Treasurer subject to the following limits:

$50,000 or less Assistant Treasurer plus Authorized CPS Energy Representative

S1,000,000 or Treasurer plus Authorized CPS Energy Representative
less

Over $1,000,000 General Manager and CEO plus Authorized CPS Energy
Representative

(3) aet of Decommn-issionin-,g Costs, Pre-Shutdown Decommissioning Costs or Spent

Fuel Management Costs. The Trustee shall pay Decoimmissioning Costs, Pre-Shutdown

Decommissioning Costs or Spent Fuel Management Costs When a completed

Disbursement Certificate, signed by two Authorized Representatives of CPS Energy as

provided in Paragraph 2.2(2), is filed with the Trustee. The invoice or bill for such costs

shall be attached to the Certificate, if such invoice or bill is available. The Trustee shall

retain at least one copy of each Disbursement Certificate, including attachments, received

pursuant to this Section 2.2. The Disbursement Certificate shall include the following:

(i) the amount of money to be paid;

(ii) the Fund or Funds from which payment is to be made;

(iii) the purpose for which the obligation to be paid or reimbursed was incurred

and whether the payment is of Decommissioning Costs, Pre-Shutdown

Decommissioning Costs, Spent Fuel Management Costs, or

Administrative Costs; and

(iv) the party to which the payment shall be made.
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Except for disbursements for Administrative Costs, Pre-Shutdown Decommissioning

Costs or Spent Fuel Management Costs, no disbursements or payments from the Funds

shall be made by the Trustee unless the Trustee has first provided thirty (lays prior notice

of such disbursement or payment to the NRC and the Trustee has not received written

notice of an objection from the NRC Director, Office of Nuclear Reactor Regulation, by

the later of(l) the date that is thirty days after the giving of such notice, or (2) the date of

disbursement.

(4) _Pa yment of Administrative Costs. The Trustee shall pay Administrative Costs friom the

Master Trust (TCC Funded) in accordance with the same procedures and subject to the

same limitations applicable to payments of Decommissioning Costs set tbrth in

Paragraph 2.2(3).

2.3 Adjustments fbr Erroneous Contributions. The Trustee and CPS Energy understand and. agree.

that if any Decommissioning Contributions made by TCC to any Fund ftonI time. td time isfolund, '.:

by TCC to be made in error, upon verification of TCC setting forth the amount of the Erronieous'

Contribution, such Erroneous Contribution (together with any income accrued thereon as

determined by TCC) shall be returned to TCC as specified in a Certification to the Trustee. If

the Erroneous Contribution has been made as a result of a Decommissioning Contribution by

TCC, CPS Energy and the Trustee shall cooperate in providing an accounting of.the Erroneous

Contribution to TCC and to the PUCT.

2.4 No Transfers Between Fund Accounts. There shall be no commingling of the initial

Decommissionino Contribution or any subsequent Decommissioning Contributions received

from TCC, or any earnings thereon, with any funds received from any other source, including,

without limitation, directly or indirectly from any ratepayers other than TCC ratepayers. The

Trustee and CPS Energy further understand and agree that no transfer of monies is to occur
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between the Fund Accounts except when explicitly indicated by a Certificate of CPS Energy that

such transfer is necessary to effectuate tile purposes of the Master Trust (TCC Funded).

Notwithstanding the foregoing, upon completion of a Certificate of CPS Energy, Trustee shall be

directed to make a reallocation of funds within the Master Trust pursuant to PUCT Order in

Docket 35786 and make such additional transfers as are subsequently directed by order of the

PUCT, if any.

2.5 Designation of Funds. Upon: (a) the initial contribution to the Master Trust (TCC Funded);

(b) the remittance of subsequent contributions to the Master Trust (TCC Funded) pursuant to

Section 2.1; (c) any disbursements from the Master Trust (TCC Funded) for Decommissioning

Costs, Pre-Shutdown Decomminssioning Costs or Spent Fuel Management Costs pursuant to

Section 2.2 or for Administrative Costs pursuant to Section 3.I or Paragraph 4.1(1); or (d) any

adjustment to the Funds pursuant to- Sections 2.3 or 2.4, CPS Energy shall designate, by

Certificate, the appropriate Fund Account(s) to be credited or debited by such contribution,

disbursement, or adjustmerit, and the" Trustee shall credit or debit the appropriate Fund

Account(s) in accordance with such Certificate.

2.6 Distribution of Income.

(1) Generally. The Trustee shall not be precluded from pooling Decommissioning

Contributions received for each of the Fund Accounts for investment purposes and may

treat each Fund Account's Decommissioning Contributions as having received or having

accrued a ratable portion of the Master Trust (TCC Funded) income in any year.

However, all such, contributions and income (and investments of such) must be reported

separately on individual account statements fbr each Fund Account.. No pooling of the
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Funds with any other funds controlled by the Trustee or to which the Trustee has access

shall be allowed.

(2) Principali and Income. All questions relating to the ascertainment of income and principal

and the allocation of receipts and disbursements between income and principal shall be

resolved by the Trustee in accordance with the provisions of Section 113.102 of the

Texas Trust Code.

(3) Transfer of Income to Principal. As of the end of each accounting year of the Master

Trust (TCC Funded) as defined in Section 6.8, the income of the Master Trust (TCC

Funded), for purposes of all subsequent accounting years, shall be transferred and shall

be incorporated into the principal of the Master Trust (TCC Funded).

2.7 Transferability of Interest. The interest of CPS Energy in the Master Trust (TCC Funded) is not

transferable by CPS Energy involuntarily nor is it subject to the claims of creditors of CPS

Enfergy, provided, however, that CPS Energy and/or any creditor of CPS Energy for- which a.

Disbursement Certificate has been properly completed and submitted to the:Trustee 'byv CPS1-.

Energy may assert a claim, in court or otherwise, directly against the Master Trust (TCC Funded)

in an amount not to exceed the amount specified on such Disbursement Certificate, if the Trustee

does not disburse the amount of funds covered by the Disbursement Certificate within 90 days of

its receipt by the Trustee. Nothing herein shall be construed to require a transfer of all or a part

of CPS Energy's interest in the Master Trust (TCC Funded) upon sale of all or a part of CPS

Energy's ownership interest in the Plant. Should a sale of all or a part of the CPS Energy-

acquired interest in the one or more Units be consummated, the Fund Account(s) established for

such Unit or Units shall be distributed as provided in Section 2.10 of this Agreement.

2.8 Irrevocability .and Termination of Master Trust (TCC Funded). Subject to the right of the parties

to amend this Agreement as provided in Section 2.11, this Master Trust (TCC Funded) shall be
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irrevocable and will terminate (in whole or in part) upon receipt by the Trustee of a Certificate

from CPS Energy stating the extent of the termination and (i) that the decommissioning of the

Plant or one of the Units has been completed; (ii) that the NRC has terminated the licenses of one

or both Units; or (iii) that CPS Energy has disposed of all or a part of its ownership interest in

one or both Units of the Plant.

2.9 Termination of Funds of Master Trust__TCC Funded). One or more of the Funds which are the

subject of this Master Trust (TCC Funded) shall terminate upon the tfllowing:

* *2,lQ

(1) final payment of all Decommissioning Costs and/or Administrative Costs associated with

one or both Units-

(2) termination of the licenses of one or both Units by the NRC; or

(3) the disposition by CPS Energy of all or a part of the CPS Energy-acquired interest in one

or both Units.

Distribution of Master Trust (TCC Fundd.)- Upn.Termination. Upon. partial or complete

termination of this Master Trust (TCC Funded), the Trustee shall assist, if necessary, in

liquidating the assets of the Master Trust (TCC Funded), and thereafter distribute the then-

remaining assets of the Master Trust (TCC Funded) (including accrued, accumulated, and

undistributed net income) to the extent of the termination less final Administrative Costs to CPS

Energy. CPS Energy will account for and pay all Deconnmissioning Costs, Pre-Shutdown

Decommissioning Costs and Spent Fuel Management Costs, and provide an accounting of such

costs and payments to the PUCT. In accordance with 16 Tex. Admin. Code §25.303(t)(5), any

excess funds remaining in the Master Trust (TCC Funded) after payment of all

Decommissioning Costs and Administrative Expenses shall be returned to TCC for refund to

customers or other disbursement as ordered by the PUCT. In the event that the PUCT or a

successor agency fails to issue an order with respect to any remaining finds, such funds shall be
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returned to TCC or its successor for refund to TCC's retail customers with notice to TCC or its

successor regarding its obligation to refund such funds.

2.I1 Alterations and Amendments. The Trustee and CPS Energy understand and agree that

modifications or amendments may be required to this Agreement fiomn time to time to effectuate

the purpose of this Master Trust (TCC Funded), including, but not limited to, amendments

necessary to comply with requirements of the NRC, amendments consistent with qualifying

income friom trust investments as tax exempt under the Internal Revenue Code, amendments

necessary to comply with orders firom the PUCT, or other amendments not inconsistent with the

use of trust funds solely for decommissioning purposes as provided herein. CPS Energy may at

any time amend in whole or in part any or all of the provisions of this Agreement by an

instrument in writing duly acknowledged and delivered to the Trustee; provided, however, that

no such amendment (i) which affects the rights, duties, responsibilities or immunities of the

Trustee may be made without its consent, or (ii) shall be effective if it shall cause this. Agreement.

or any party hereto to violate or no longer be in compliance with 16 Tex. AdminiCode §25.303.

2.12 Notice Regard in ! Disbursements or Payments. Except for: (i) payments of ordinary

Administrative Costs (including taxes) and other incidental expenses of the Master Trust (TCC

Funded) (including legal, accounting, actuarial, and trustee expenses) in connection with the

operation of the Master Trust (TCC Funded), (ii) withdrawals being made under 10 CFR

50.82(a)(8), (iii) adjustments for Erroneous Contributions pursuant to Section 2.3 hereof,

(iv) transfer of monies between the Fund Accounts in accordance with Section 2.4 hereof

(pursuant to a Certificate of CPS Energy that such transfier is necessary to effectuate the purposes

of this Master Trust (TCC Funded)), and (v) payment of Pre-Shutdown Decommissioning Costs

or Spent Fuel Management Costs, no disbursement or payment may be made fi-om the trust until

written notice of the intention to make a disbursement or payment has been given to the Director,
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Office of Nuclear Reactor Regulation, or the Director, Office of Nuclear Material Safety and

Safeguards, as applicable, at least 30 working days before the date of the intended disbursement

or payment. The disbursement or payment firom the Master Trust (TCC Funded) may be made

following the 30-working day notice period if no written notice of objection from the Director,

Office of Nuclear Reactor Regulation, or the Director, Office of Nuclear Material Safety and

Safeguards, as applicable, is received by the Trustee or CPS Energy within the notice period.

The required notice may be made by the Trustee or on the Trustee's behalf No such notice is

required fbr withdrawals being made pursuant to 10 CFR 50.82(a)(8)(ii), including withdrawals

made during the operating life of the plant to be used for decommissioning planning. In

addition, no such notice is required to be made to the N RC after decommissioning has begun and

withdrawals are being made under 10 CFR 50.82(a)(8).

2. i 3 Disbursements or Paynents for and Account of Pre-Shutdown Decommissioning Costs or Spent

Fuel Management Costs. Following reallocatipn o f.ifmds in accordance with Section 2.4 and

pursuant to pursuant to PUCT Order in Docket 35786 ,only Pre-Shutdown Decommissioning

activities may be paid for from the South Texas Project Units I & 2 Pre-Shutdown-

Decommissioning Fund and only Spent Fuel Management activities may be paid for friom the

South Texas Project Units I & 2 Spent Fuel Management Fund; and Pre-Shutdown

Decormnissioning Costs or Spent Fuel Management Costs may not be recovered from any other

funds or accounts that are part of the Master Trust (TCC Funded). Amounts held in the South

Texas Project Units 1 & 2 Pre-Shutdown Decommissioning Fund and the South Texas Project

Units 1 & 2 Spent Fuel Management Fund shall not be counted toward minimum funding

amounts for Decommissioning established in NRC regulations. In the event that funds remain in

either the South Texas Project Units 1 & 2 Pre-Shutdown Decommissioning Fund or the South

Texas Project Units 1 & 2 Spent Fuel Management Fund following completion of all Pre-
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Shutdown Decommissioning activities or Spent Fuel Management activities, such funds may be

designated by CPS Energy via Certificate to the Master Trust (TCC Funded) tbr

Decommissioning Costs and used fbr Decommissioning activities until those funds are

exhausted. Any further distribution of funds upon completion of all Decommissioning, Pre-

Shutdown Decommissioning or Spent Fuel Management activities is subject to the limitations in

Section 2. 10.

ARTICLE 3 TRUST MANAGEMENT AND ADMINISTRATION

3.1 Managjement Duties. To the extent authorized or required by 16 Tex. Admin. Code §25.303),

CPS Energy, acting in its capacity as Fund Administrator, by and through their respective

Authorized Representatives as specified in Paragraph 1.1(3), shall oversee the investments of the

Master Trust (TCC Funded) and perform all duties attendant thereto, including, but not limited

to, (a).the direction of the investment of assets of the Master Trust (TCC,.Funded), (b),.ithe

* preservation and protection of any interests of the Master Trust (TCC Funded) and its~assets$' (c)

the appointment of Investment Manager(s), who may include the Trustee, who are independent

and outside of the administrative control of CPS Energy, who shall make day-to-day decisions

regarding investments of the Master Trust (TCC Funded) consistent with the applicable laws and

regulations governing such Master Trust (TCC Funded) investments, and (d) the execution of

whatever contracts, agreements, or other documents it deems necessary to manage the Funds of

the Master Trust (TCC Funded). CPS Energy may retain the services of such professional

advisors, legal counsel, and administrative support as it deems necessary to carry out its

responsibilities as Fund Administrator. The reasonable fees and/or compensation for any such

assistance CPS Energy requires to fulfill its Fund Administrator obligations may desire to retain

shall be regarded as Administrative Costs payable in accordance with Section 2.2.
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3.2 Duties of Administration. Subject to the terms and provisions of this Agreement CPS Energy

shall administer the Master Trust (TCC Funded) in accordance with 16 Tex. Admin. Code §

2•5.303 and perform all duties herein and therein specified. CPS Energy will not challenge the

authority of the PUCT to enforce its rules that shall be adopted from time to time with respect to

the collection, investment and use of the funds provided by TCC customers for decommissioning

of the CPS Energy-acquired interest in STP Unit No. I or the CPS Energy-acquired interest in

STP Unit No. 2.

3.3 Evaluation of Trustee and Investment Manager(sj. CPS Energy shall evaluate the performance

of the Trustee and any Investment Manager(s) annually and submit a written report to the CPS

Energy Board of Trustees. The report shall include, at a minimum:

(1) A finding, with supporting analysis, as to whether the current Trustee and Investment

Manager(s) should be retained;or-replaced;,!

(2) A justification for the use of one or more.Investment Manager(s) (if applicable); and

(3) An itemlized accounting of the Master Trust (TCC Funded) administration expenses and

their basis, and all other expenditures from the Master Trust (TCC Funded).

At least once every five (5) years, CPS Energy shall evaluate potential substitute Trustees and

submit a report to the CPS Energy Board of Trustees. This report may be combined with the

annual report described above and shall include, at a minimum:

(1) A description of CPS Energy's attempts to solicit proposals from other firms which can

perform the trust duties; and

(2) An evaluation of at least three (3) organizations which could potentially replace the

current Trustee.
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Notwithstanding the paragraph above, CPS Energy shall not be required to solicit proposals to

replace a Trustee(s) that, in the judgment of CPS Energy is performing adequately and has

served as Trustee for less than five (5) years.

3.4 Limitations on Actions. The Trustee shall not take any action or participate in any transaction

which would violate the terms and conditions of any Certificate provided by CPS Energy

pursuant to Section 3.5 so long as the terms and conditions of the Certificate are consistent with

this Agreement.

3.5 Instructions to Trustee. All orders, directions, requests, instructions and Certifications to the

Trustee shall be in writing, signed by two Authorized Representatives (one of which, in the case

of CPS Energy, must be the General Manager & CEO or the Treasurer or Assistant Treasurer as

applicable). The Trustee shall have the right to assume, in the absence of written notice to the

contrary,,that.no event constituting a change or a termination of the, authorityofany person.to act.-

on behalf of CPS Energy, has occurred. The Trustee shall have no duty.to act iniithe absende of

such orders, directions, requests, instructions, and Certifications from CPS Energy..

3.6 Texas Trust Code Controls. To the extent specified by 16 Tex. Admin. Code § 25.303, the Texas

Trust Code shall control the administration and. management of the Master Trust (TCC Funded).

ARTICLE 4 TRUSTEE

4. 1 General Powers. The Trustee shall hold all property of the Funds in trust in the Master Trust

(TCC Funded). Except to the extent greater than the powers of trustees under the Texas Trust

Code or incoiisistent with 16 Tex. Admin. Code § 25.303 or the ternms of this Agreement, the

Trustee shall have, with respect to the Master Trust (TCC Funded), the following powers, all of

which are to be exercised in a fiduciary capacity and in the best interests of CPS Energy, and

which are to be exercised as the Trustee, acting in such fiduciary capacity, in its discretion, shall
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determine. The Trustee shall have a continuing duty to review the trust portfolio and to inform

CPS Energy and any Investment Manager if, in the Trustee's opinion, any investment is not an

Eligible Investment or is not in compliance with the Investment Guidelines. The Trustee,

Investment Manager, or anyone else directing the investments made in the trust shall adhere to

the Investment Guidelines provided by CPS Energy.

(1) Payment of Administrative Costs. To pay all Administrative Costs as defined in

Paragraph 1.I(1), but only upon written authorization of CPS Energy. The Trustee

acknowledges that the total Trustee and investment manager fees paid on an annual basis

by CPS Energy, or authorized to be paid by CPS Energy, from the trust for the entire

portfolio including commingled funds shall not exceed 0.7% of the entire portfolio's

average annual balance. or such other amount as is permitted by 16 Tex. Admin. Code §

25.303(e)(2)(B).

(2) Re __istration of Securities. -To registerand to hold in trust any bonds, securities, and/or

other property in the Funds in the name of the Master Trust (TCC Funded) or to deposit

or arrange for deposit of any securities issued by the U. S. government, or any agency or

instrumentality thereof, in trust in book entry form with a Federal Reserve Bank;

provided, however, that at all times the books and records of the Trustee show that all

such securities are part of the Master Trust (TCC Funded).

(3) Recei pt of Money. To collect and receive any and all money or other property due to the

Master Trust (TCC Funded) or any fund and to give full receipt therefor.

(4) Resolution of Claims. To cornmence or defend suits or legal proceedings, to protect any

interest of the Trustee, providing such action has been previously approved by CPS

Energy and, with the permission of CPS Energy, to represent the Trust hi all suits or legal

proceedings in any court or before any other body or tribunal.
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(5) Location of Assets. To hold any property belonging to the Master Trust (TCC Funded) at

any place in the United States with the prior approval of CPS Energy.

(6) Retention of Professional Services. To execute any of the powers under this Agreement

and to perfbrm the duties required of it hereunder by or through its employees, agents,

attorneys, or receivers, except as limited by Section 4.1 (10) of this Trust Agreement.

Any costs and expenses of its employees and agents or any costs and expenses associated

with the retention of professional services by the Trustee shall be borne by the Trustee.

(7) Powers of Trustee to Continue Until Final Distribution. To exercise any powers after the

date on which the principal and income of the Master Trust (TCC Funded) shall have

become distributable and until such time as the entire principal and income of the Master

Trust (TCC Funded) shall have been actually distributed by the Trustee. It is intended

that distribution of the Master Trust (TCC Funded) will occur as soon as possible upon

tetiiination of the Master Trust (TCC Funded), subject, :howe•ver.,- to-the. limitations,.

c 6itained in Sections 2.9 and 2.10.

(8) Exercise of Powers. To do any and all other acts which the Trustee shall deem proper to

effectuate the powers specifically conferred upon it by this Agreement, provided,

however, that the Trustee may not do any act or knowingly engage in any transaction

which would:

(a) contravene any provision of this Agreement; or

(b) violate the terms and conditions of any instructions, Certifications, or other

directions provided by CPS Energy.

(9) Texas Trust Code. To exercise all rights, powers, options and privileges now or hereafter

granted to, provided for or vested in Trustees under the Texas Trust Code, except to the

extent inconsistent with the terms of this Agreement, 16 Tex. Admin. Code § 25.303 or

other applicable law. As far as possible, no subsequent legislation or revelation shall be
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in limitation of the rights, powers, options or privileges granted to the Trustee under this

Agreement or in the Texas Trust Code as it exists at the time of the execution of this

Agreement or any subsequent amendment.

(10) Subcustodians. To provide Trustee, custodial and subcustodial services for all

investments of the Funds, either directly or through its affiliates or divisions, unless the

Trustee has obtained the prior written approval of the CPS Energy to use another entity as

a subcustodian or subtrustee. Notwithstanding the above, without the prior written

approval of CPS Energy the Trustee may entrust property of the Funds to national or

regional depositories or clearing agencies such as the Depository Trust Company and

Federal Reserve Banks provided that (I) the property is held in an account which

contains only property held by the Trustee as custodian or trustee for its customers; (2)

the property is separately identified on the books of the Trustee as being held in its

capacity as Trustee of the Master Trust, (TCC Funded); and (3) the property so held is

subject only to the instructionsWof-the Trustee, which in turn shall be subject to the

provisions of this Agreement.

Notwithstanding the foregoing, however, the restrictions of 16 Tex. Admin. Code

§ 25.303(e)(2)(A)(i)-(v) shall apply.

4.2 Designation and Oualification of Successor Trustee s). CPS Energy has the power to appoint the

Trustee and all successor Trustees for the Master Trust (TCC Funded). CPS Energy by this

Agreement has appointed the corporate fiduciary named herein having all requisite corporate

power and authority to act as the sole Trustee. The Trustee shall act in accordance with the

directions and Certifications provided to it by CPS Energy under the terms of this Agreement.

The Trustee shall be removed and replaced with a successor Trustee as provided below:
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(1) In the event that the Trustee then serving shall: (a) relinquish or suffer a revocation of its

authority to act as a fiduciary; (b) become insolvent or admit in writing its insolvency;

(c) be unable or admit in writing its inability to pay its debts as such debts mature; (d)

make a general assignment for the benefit of creditors; (e) have an involuntary petition in

bankruptcy filed against it; (1) commence a case under or otherwise seek to take

advantage of any bankruptcy, reorganization, insolvency, readjustment of debt,

dissolution or liquidation, law, statute or proceeding; or (g) be subject to receivership

under the authority of the Federal Deposit Insurance Corporation or the Comptroller of

the Currency, the Trustee shall automatically be replaced and shall immediately transfer

and pay over to such successor Trustee the monies and assets then constituting the Master

Trust (TCC Funded) and its Funds to a successor Trustee appointed by CPS Energy.

(2) In the event that the Trustee then serving shall fail to meet the financial criteria and

qu•'liffications set by CPS Energy from time to tinio; ýCPS.Enerig'-ni-ay imfi~diately'

refiiove the Trustee unon written notice delivered to Such Trustee.aii~dth&:Tru.tee shall;-!

immediately transfer and pay over to such successor Trustee the monies and assets then

constituting the Master Trust (TCC Funded) and its Funds to a successor Trustee

appointed by CPS Energy and in accordance with any instructions contained in a

Certificate of transfer issued by CPS Energy.

(3) In any instances other than those described in Sections 4.2 (1) and (2) CPS Energy shall

have the right to remove the Trustee then serving at any time and for any or no reason

and appoint a successor Trustee upon thirty (30) days notice in writing to the Trustee, or

upon such shorter notice as may be acceptable to the Trustee. In these instances, the

successor Trustee shall accept its appointment to serve as Trustee of this Master Trust

(TCC Funded) by executing a written and acknowledged acceptance delivered to CPS

Energy, which acceptance shall also specify the date on which the successor Trustee will
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assume administration of the Master Trust (TCC Funded), at least ten (10) business days

betbre such appointment. CPS Energy shall provide a copy of this acceptance to the

Trustee then serving. The Trustee then serving, on the effective date of the transfer, shall

assign, transfer and pay over to such successor Trustee the monies and assets then

constituting the Master Trust (TCC Funded) and its Funds.

(4) Any successor Trustee shall have all the rights, powers, duties and obligations of its

predecessor in trust hereunder, with like effect as if originally named as Trustee

hereunder.

4.3 Resignation. The Trustee or any successor Trustee may resign at any time by written notice

which shall be delivered to CPS Energy not less than ninety (90) days prior to the effective date

of the Trustee's resignation or upon such shorter notice as may be acceptable to CPS Energy.

CPS Energy, shall appoint a successor Trustee effective as of the effective date of the

resignation, and the Trustee then ýserviang. shal-l assign, tiansqfeiil#arid pa-y"over% to such successor
Trustee the monies and asset. then constitutihgthe:Master Trust(TCC Funded) 'and its Funds-

If for any reason the CPS Energy cannot or does not act in the event of the resignation of the

Trustee, the Trustee then serving may apply to a court of competent jurisdiction for the

appointment of a successor Trustee. Any reasonable expenses incurred by the Trustee in

connection with the appointment of a successor Trustee by the court shall be deemed to be

Administrative Costs payable in accordance with Paragraph 4.1 (1).

4.4 Merger of Trustee. Any corporation into which the Trustee may be merged or with which it may

be consolidated, any corporation to which Trustee transfers all or substantially all of its trust

business or any corporation resulting from any merger or consolidation to which the Trustee

shall be a party, shall be the successor Trustee under this Agreement without the necessity of
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executing or filing any additional acceptance of this Agreement or the performance of any

further act on the part of any parties hereto.

4.5 Compensation. The Trustee shall be entitled to compensation from the Master Trust (TCC

Funded) per the fee schedule set forth in its entirety in Attachment C. This fee schedule is

guaranteed Ibr a period of five (5) years. The fee schedule may be revised upon mutual

agreement of CPS Energy and the Trustee at the end of this period, subject to the reasonableness

requirements of PUCT Substantive Rule 25.303(e)(1)(C)(i). All Trustee fees shall constitute

Administrative Costs, shall be billed by the Trustee on a quarterly basis and shall be forwarded

to CPS Energy at the address provided in Section 8.5.

4.6 Maintenance of Fund Accounts. The Trustee shall maintain a separate Fund Account for each

Fund established under Section 1.4, of this Agreement to account for Decommissioning

Contributions made. to each. Fund Account, all income and other increments earned; in each Fund:

Account, and disbursements from each Fund Account subject to the provisions of,Section,2..5.

4.7 Account Statements. The Trustee shall present financial statements to CPS Energy on a monthly

basis (within ten (10) business days following the end of each month), or at such other frequency

as CPS Energy shall fi'om time to time require. The financial statements shall show (a) the

financial condition of the Master Trust (TCC Funded), including, without limitation, beginning

and ending Fund balances, all contributions, investments, income received, disbursements made

(including Administrative Costs) and all other transactions hereunder, for the statement period;

(b) a description of all securities and investments purchased and sold, with the cost and net
/

proceeds of such purchases or sales; and (c) all cash, securities and other property held by each

Fund Account at the end of the period and providing a valuation of such property at such period

end. All accounts, books and records relating to the Master Trust (TCC Funded) and the Fund
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Accounts shall be open at all reasonable times to inspection by CPS Energy or by any other

person designated by CPS Energy. The financial statements of the Master Trust (TCC Funded)

shall be audited not less firequently than annually by a firm of independent certified public

accountants engaged by CPS Energy.

Within thirty (30) clays following the close of the Master Trust (TCC Funded)'s accounting year

as defined in Section 8.8, the Trustee shall prepare and furnish to CPS Energy a written report

setting forth with respect to each Fund beginning and ending Fund balances, all contributions,

investments, receipts, disbursements and other transactions effected by it during the preceding

accounting year, including a description of all securities and investments purchased and sold,

with the cost and net proceeds of such purchases or sales, showing all cash, securities and other

property held by each Fund Account at the end of the year and providing a valuation of such

property at such year end.

..Within sixty (60) days fbllowing the removal or resignation of a Trustee as .5rovided in Sections

4.2, 4.3 and 4.4, the Trustee shall prepare and furnish to CPS Energy and to any successor

Trustee a written report containing all of the information required for accounting year-end

statements with respect to the period from the close of the previous accounting year to the date of

removal or resignation.

Copies of all records relating to the Master Trust (TCC Funded) and each of the Fund Accounts

shall be maintained by the Trustee until the termination of the Master Trust (TCC Funded) and

distribution of all of the assets of the Master Trust (TCC Funded) (even if the Trustee is not then

serving as Trustee). Such copies may be maintained on microfilm or microfiche.

4.8 Liability. The Trustee shall be liable for the acts, omissions or defaults of its officers, employees

and agents. Unless the Trustee participates in or undertakes to conceal an act or omission of CPS
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Energy or an Investment Manager(s), knowing such act or omission to be a breach of the

Agreement by CPS Energy or the fiduciary responsibility of an Investment Manager(s), the

Trustee shall be under no liability by reason of any action taken or not taken by it in accordance

with any Certification or other writing of CPS Energy or any Investment Manager(s), provided

such directions and/or instructions contained in a Certification or other writing are necessary and

proper to effectuate and carry out the purpose of the Master Trust (TCC Funded) and the powers

granted under this Agreement or any Investment Management Agreement. In any event, the

Trustee shall be under no liability fbr any loss of any kind by reason of changes in value of the

authorized investments purchased, sold, or retained by CPS Energy or any Investment

Manager(s), nor for the risk or diversification of the portfolio, nor fbr the turnover of the

investments.

The Trustee is prohibited from doing any act or engaging in any transaction that would violate.

the terns and conditions of any instructions provided by written Certificate or other wniting off.,,-

CPS Energy, or contravening any provision of this Agreement. Upon receipt of notice of either

(a) instructions and/or Certifications of CPS Energy to the Trustee, or (b) acts or transactions

CPS Energy believes constitute a violation by the Trustee of the provisions of this Agreement,

the Trustee shall follow the instructions and/or Certifications of CPS Energy, and/or cease and

desist from the acts or transactions identified in such Certification or writing as violating the

provisions of this Agreement. To the extent the Trustee fails to follow the instructions and/or

Certifications of CPS Energy, or continues with any act or transaction identified in such

Certification or writing as violating the provisions of this Agreement, from the date of receipt of

the Certification or writing providing the instructions and/or notice of violation of the provisions

of this Agreement, the Trustee shall be liable for all consequences resulting from such failure.

Notwithstanding the foregoing, the Trustee shall be liable for all consequences resulting from
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any violation by the Trustee of the provisions of this Agreement, regardless of whether notice

thereof was provided by CPS Energy, and as of the date of such violation.

ARTICLE 5 THE FUND ADMINISTRA'ITOR

5.1 General Powers. In its role as Fund Administrator, CPS Energy shall have, with respect to the

Master Trust (TCC Funded), the following powers, and duties:

(a) In General. To perform the duties of Fund Administrator set tbrth in this Master

Agreement and 16 Tex. Admin. Code § 25.303.

(b) Retention of Professional Services. To execute any of the powers hereof and

perform the duties required of it hereunder by or through its employees, agents,

attorneys or receivers.

(c) Qjsigr1.ation of Ministerial Powers. To delegate to other persons such ministerial

powers and duties as CPS Energy may deem to be advisable.

iu4 n 4r ort , A u i•1,i 1sratr otr Lo -... IUeC U li rI~ il .L .ilt.)utit)|a, FO exercise

any such powers after the date on which the principal and income of the Master

Trust shall have become distributable and until such time as the entire principal

of, and income from, the Master Trust shall have been actually distributed by the

Trustee. It is intended that distribution of the Master Trust will occur as soon as

possible upon termination of the Master Trust, subject, however, to Sections 2,12,

2.8 and 2.9.

(e) Discretion in Exercise of Powers. To do any and all other acts, not inconsistent

with 16 Tex. Admin. Code § 25.303, which the Fund Administrator shall deem

proper to effectuate the powers specifically conferred upon it by this Agreement.
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5.2 Compensation. CPS Energy, in its role as Fund Administrator, shall be entitled to compensation

as permitted under PUCT regulations. Such compensation shall constitute an Administrative

Cost and shall be payable fi-om or reimbursable by the Master Trust.

ARTICLE 6 INVESTMENTS AND INVESTMENT POWERS

6.1 Ap.pointment/Removal/Resi onation of Investment Manager(s.). CPS Energy may direct the

investment of all or a specified portion of the Master Trust (TCC Funded); provided, however,

that day-to-day decisions regarding investments of the Master Trust (TCC Funded) shall be made

by one or more independent Investment Managers. Additionally, CPS Energy may appoint one

or more Investment Managers by separate agreement meeting the requirements of PUCT

Substantive Rule 25.303, to direct the investment of all or a specified portion of the Master Trust

(TCC Funded). CPS Energy shall provide written notice of any appointment of an Investment

Manager(s), to the Trustee. The Investment Manager(s) shall certify in writing toý CPS Energy

nd the. Trustee. thatit is qualified .to act in the capacity provided under, dn. Inves.tment!....

Management Agreement, shall accept its appointment as Investment Manager in writing, shall

certi y the identity of the person or persons authorized to give instruction or directions to the

Trustee on its behalf, including specimen signatures, and shall undertake to perfonn the duties

imposed on it under an Investment Management Agreement executed by it and CPS Energy.

The Trustee may continue to rely upon all such certifications unless otherwise notified in writing

by the Investment Manager(s), as the case may be.

CPS Energy shall also have the right to remove any appointed Investment Manager. In the event

that an Investment Manager should resign or be removed, CPS Energy shall appoint an

Investment Manager to manage the portion of the Trust previously managed by said Investment
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Manager pursuant to the provisions of this Trust unless the Trustee is notified of the appointment

of another Investment Manager with respect to such portion.

6. 2 Investment Direction by Investment Manager( ). Any Investment Manager(s) appointed by CPS

Energy to manage all or a specified portion of the Master Trust (TCC -Funded) shall have

authority to manage and direct the acquisition and disposition of the assets of all or a specified

portion of the Master Trust (TCC Funded) over which it has designated investment authority.

Only investments specified in Paragraph 6.4(e) of this Master Trust (TCC Funded) are

authorized trust investments. The Funds shall be invested solely in Eligible investments,

regardless of whether the Trustee or an Investment Manager is making the investment decision.

The Investment Manager(s) shall have the power and authority, exercisable in its sole discretion

at any time, and from time to time, to issue and place orders for the purchase or sale of Fund

securities directly with brokers or dealers. The Trustee, upon proper notification from an

Investment. Manager, shall have the authority to, and shall execute, settle. and. deliver in

accordance with the appropriate trading authorizations. Written notification of the issuance of

each authorization shall be given promptly to the Trustee by the Investment Manager(s), and the

Investment Manager(s) shall cause the execution of such order to be confirmed in writing to the

Trustee by the broker or dealer.

The authority of any Investment Manager(s) and the terms and conditions of the appointment and

retention of any Investment Manager(s) shall be the sole responsibility of CPS Energy. Any duty

of supervision or review of the acts, omissions or overall performance of any Investment

Manager(s), other than those necessary and proper to eftfctuate and carry out the purpose of the

Master Trust (TCC Funded) and powers granted under this Agreement or any Investment

Management Agreement, shall be the exclusive responsibility of CPS Energy. The Trustee shall

have no duty to make suggestions to any Investment Manager(s) or to CPS Energy with respect
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to the exercise of or the failure to exercise any power by the Investment Manager(s), except that

the Trustee shall have the duty to review any securities or other assets purchased by any

Investment Manager(s) to ensure compliance and conformity with investment restrictions as

provided in Paragraph 6.4(e) of this Agreement and/or any of the relevant investment provisions

of any Investment Management Agreement between CPS Energy and any Investment Manager.

6.3 Trustee's Investment Powers. The Trustee acknowledges and recognizes the authority of the

Investment Manager(s) to manage and to direct the investment and reinvestment of the assets of

the Master Trust (TCC Funded) as provided in Sections 3.1 and 6.2 of this Agreement and/or

pursuant to an Investment Management Agreement executed between CPS Energy and an

Investment Manager(s). The Trustee agrees to cooperate With CPS Energy and/or the Investment

Manager(s) as necessary to facilitate the exercise of these powers. CPS Energy directs the

Trustee,mwithout further written authorization by CPS Energy, to invest cash balances on a daily,.

..basis in interest-bearing, fully collateralized accounts, or other investments, as, providedfor, in , ,

Section 6.4(e), until directed to do otherwise by CPS Energy and/or an Investment Manager.

6.4 Investment Manager Powers. An Investment Manager shall have the following investment

management powers, all of which are to be executed in a fiduciary capacity and in the best

interest of CPS Energy and in compliance with PUCT Substantive Rule 25.303:

(a) Preservation of Principal. To direct the investment of the assets of the Master

Trust (TCC Funded) in a manner designed to maximize and preserve the income

and principal of the Master Trust (TCC Funded) fbr the purposes of the Master

Trust (TCC Funded). The funds should be invested with a goal of earning a

reasonable return commensurate with the need to preserve the value of the assets

of the trusts.
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(b) Prudent Investment Practices. In keeping with prudent investment practices, the

portfolio of securities held in the Master Trust (TCC Funded) shall be diversified

to the extent reasonably feasible given the size ofthe trust.

(c) Level of Risk. Asset allocation and the acceptable risk level of the portfolio

should take into account market conditions, the time horizon remaining before the

commencemnent and completion of decommissioning, and the finding status of

the trust. While maintaining an acceptable risk level consistent with the goal in

subparagraph (a) of this paragraph, the investment emphasis when the remaining

life of the liability (the weighted average of years between the given year and the

years of each decommissioning outlay, where the weights are based on each

year's expected decommissioning expenditures divided by the amount of the

remaining liability in that year), exceeds five years should be to maximize net

long-tern earnings. The in'v'estment emphasis in the remaining investment period

of the trust should be on current income and thepreseqration o f the fhind's assets.

(d) Investment Selection. In selecting investments, the impact of the investment on

the portfolio's volatility and expected return net of fees, commissions, expenses,

and taxes should be considered.

(e) Investment of Funds. To direct the investment and reinvestment of all or part of

the Funds, including any undistributed income; provided, however, that no

investment or reinvestment of the Funds may be made or directed unless such

investment is an authorized investment under 16 Tex. Admin. Code § 25.303(e),

and by relevant NRC regulations and guidance, including the current revision of

NUREG-SR1577, "Standard Review Plan on Power Reactor Licensee Financial

Qualifications and Decommissioning Funding Assurance," as they may be

amended fr-om time to time, and in compliance with the City Public Service South
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Texas Project Decommissioning Trust Investment Policy, Appendix B, Master

Trust (TCC Funded) (Attachment D). Furthermore, the Funds may not be

invested in any securities issued by CPS Energy, the City of San Antonio, any of

its agencies, or any utility that has ownership of nuclear generating capacity. In

all cases, however, the total investments must be sufficiently liquid to enable the

Master Trust (TCC Funded) to fulfill the purposes of the Master Trust (TCC

Funded) and to satisfy obligations as such obligations become due.

(f) Management of Master Trust (TCC Funded).

(1) To direct the sale, exchange, conveyance, partition, or other disposition of

all or any part of the Master Trust (TCC Funded), at public or private sale,

on such tenns, in such manner and at such prices as an Investment

Manager shall determine;

(2) .To direct the modification, renewal or extension of bonds, notes or other

obligations orany installment of principal or any interest due thereon and

the waiver of any defaults in the performance of the terns and conditions

thereof;

(3) To direct and authorize the Trustee to make, execute, acknowledge and

deliver any and all documents of transfer and conveyance and any and all

other instruments in connection with these powers, at such times, in such

marmer and on such terms and conditions as an Investment Manager may

deem expedient to accomplish the purpose of the Master Trust (TCC

Funded) as set forth in Section 1.3; and

(4) To direct and authorize the Trustee to renew or extend the time of

payment of any obligation, secured or unsecured, payable to or by this

Master Trust (TCC Funded), for as long a period or periods of time and on
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such terms as an Investment Manager shall determine; and to direct and

authorize the Trustee to adjust, settle, compromise, and arbitrate claims or

demands in favor of or against this Master Trust (TCC Funded), on such

terms as an Investment Manager may deem advisable.

(g) Disposition of Investments. When required to make any distributions under

Section 2.2 or Section 4.1(1), the Trustee shall sell investments at the best price

reasonably obtainable, or present investments for prepayment, but only as directed

by an Investment Manager in writing. The Trustee shall have no liability, except

for its own negligence or willful misconduct, with respect to any sale or

prepayment of an investment directed by an Investment Manager or made at the

direction of an Investment Manager through a broker/dealer.

(h) Self-Dealing. Notwithstanding anything contained in this Agreement to the

contrary, an Invesfment. Manager m-nay not authorize-any sale, exchange or other

tranosaction which bwould :constitute an act of "self dealing"' within the meanin g of

Sections 113.052 and II 3.053 of the Texas Trust Code, as it may be amended

from time to time.

ARTICLE 7 SUBJECT TO PERIODIC REVIEWS OF THE PUCT

7.1 Authority. The Trustee and CPS Energy acknowledge that the Fund Accounts which are the

subject of this Agreement are subject to periodic reviews of decommissioning costs and Nuclear

Decornmissioning Trust Funds as provided for in 16 Tex. Admin. Code § 25.303(f), as it may be

amended from time to time.

7.2 Repo. The Trustee and CPS Energy will cooperate in producing such reports as are required

by the PUCT regarding the amount, status and investments of the Fund Accounts which are the
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subject of this Agreement as required by 16 Tex. Admin. Code §25.303, as it may be amended

fro m time to time.

7.3 Cooperation. CPS Energy and the Trustee agree to cooperate in any TCC filings with or

accounting to the PUCT associated with the Decommissioning Collections, or the investment or

use of Decommissioning Funds which are the subject of this Agreement.

ARTICLE 8 MISCELLANEOUS

8.1 Headings. The section headings set forth in this Agreement mad the Table of Contents are

inserted for convenience of reference only and shall be disregarded in the construction or

interpretation of any of the provisions of this Agreement.

8.2 Particular Words. Any word contained in the text of this Agreement shall be read as the singular

-or .plural and as the masculine, feminine, or neuter as may by applicable or permissible, in the.

particular context. Unless otherwise specifically stated, the word "person"2 shall be taken,:to

mean and include an individual, partnership, association, trust, company, or corporation.

8.3 Interested Parties. Each of CPS Energy and TCC shall have the right and power to enforce any

and all provisions of this Master Trust (TCC Funded) Agreement in a court of competent

jurisdiction. Nothing expressed or implied in this Agreement is intended or shall be construed to

confer on, or to give to, any person or corporation, other than CPS Energy, TCC, and the

Trustee, any right, remedy or claim under or by reason of this Agreement, or any covenant,

condition or stipulation contained, herein, except as provided for in Section 2.7. To the extent

authorized by order 'of the PUCT, CPS Energy shall be entitled to receive payments for

Decommissioning Costs and Administrative Costs of the Master Trust (TCC Funded), which

CPS Energy may incur in carrying out the purpose set forth in Section 1.3 of this Agreement.
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8.4 Severabilitv of Provisions. If any provision of this Agreement or its application to any person or

entity or in any circumstances shall be invalid, illegal or unenforceable, the application of such

provision to persons and in circumstances other than those to which it is invalid, illegal or

unenforceable and to the other provisions of this Agreement shall not be affected by such

invalidity, illegality or unenfbrceability.

8.5 Delivery of Notices Under Agremcent. Any notice, communication or billing for Trustee's fees

required by this Agreement to be delivered to CPS Energy or any notice, certification or

communication to the Trustee shall be deemed to have been delivered when mailed, postage

prepaid, by registered or certified mail, to the person to be notified as set forth below:

If to CPS Energy: If to the Trustee:

City Public Service Frost National Bank
145 Navarro Retirement Services Division
P. 0. Box 1771 P.O. B 2950
San Antonio, Texas 78296-1771 San.Antonio, Texas 78299-2950,
Attention: Treasurer Attention': City Public Service Souih Texas

Project Decommissioning
Master Trust (TCC Funded)

CPS Energy or Trustee may change its address by delivering notice in writing to each of the

other parties.

8.6 Successors and Assigns. Subject to the provisions of Sections 2.7, 4.2, 4.3, 4.4 and 5.2, this

Agreement shall be binding on and inure to the benefit of CPS Energy, the Trustee and their

respective successors and assigns. This Agreement may not be assigned to any other party in

whole or in part without the prior written consent of CPS Energy, and in the case of CPS Energy

actintg as the Fund Administrator, compliance with 16 Tex. Admin. Code § 25.303. Except as

provided in Section 4.1 (10), the duties of the Trustee may not be delegated by the Trustee

without the prior written consent of CPS Energy.
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8.7 Governing Jurisdiction. This Agreement is a Texas trust and all questions pertaining to its

validity, construction, and administration shall be determined in accordance with the laws of the

State of Texas as if executed in and to be wholly performed within the State of Texas.

8.8 Accounting.) Year. The Master Trust (TCC Funded) shall operate on an accounting year which

coincides with the calendar year, January I through December 3 1.

8.9 Counterarts. This Agreement may be executed in any number of counterparts, each of which

shall be an original, with the same effect as if the signatures were on the same instrument.

8.10 Financial Accounting ofTrustee. Any bank serving as the Trustee of the Master Trust (TCC

Funded) shall provide quarterly financial statements on the financial condition of the bank and

shall also submit evidence to the CPS Energy Board of Trustees that the bank is satisfying the

capital reserve: requirements established by the Federal Reserve.

8.11 'Effective. Date: .,,.This Decommissioning Master Trust (TCC Funded) Agreement .is effeetive-.,

October 1, 2006.

IN WITNESS WHEREOF, CPS Energy and. the Trustee have set their hands and seals to this

Agreement this day of 2009.
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CITY PUBLIC SERVICE

Attest:

Milton B. Lee

General Manager & CEO

B y:

avsi a. Tresurner

Assistant Treasurer

Paula Y. Gold-Williams

Treasurer

FROST NATIONAL BANK (as Trustee): .:.:ý

Attest:

'.Jqwý2-I IN',~ By:

Name: i rJr v-

Title: 6Iyxr "

Name: 5 TU-/v•4 4,

Title: Vit p&67 10 -,
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ATTACHMENT A

DECOMMISSIONING TRUST DISBURSEMENT CERTIFICATE

INSTRUCTIONS
This certificate is required for decommissioning or administrative costs actually incurred by CPS Energy and paid or
payable to any person or organization or for reimbursement of decommissioning or administrative costs previously paid by
CPS Energy to any person or organization in connection with the decommissioning of the applicable plant or the
administration of the Master Trust (TCC Funded).

AUTHORIZATIONS
The certificate shall be submitted to the 'rrustee and must be sitned by two authorized representatives of CPS
Enerycy, one of whom must be the General Manaeer & CEO or the Treasurer if the disbursement is for
decommissioning costs; and one of who must be the General Manager & CEO. Treasurer or Assistant Treasurer if
the disbursement is for administrative costs and subiect to the following limits:

$50,000 or less - Assistant Treasurer plus Authorized CPS Energy Representative
$1,000,000 or less -Treasurer plus Authorized CPS Energy Representative
Over $1,000,000 - General Manager and CEO plus Authorized CPS Energy Representative

Except for disbursements for administrative costs, no disbursements or paymnents from the funds shall be made by the
Trustee unless the Trustee has first provided thirty days prior notice of such disbursement of payment to the NRC and the
Trustee has not received written notice of an objection from the NRC Director, Office of Nuclear Reactor Regulation, by
the later of(I) the (late that is thirty days after the giving of such notice, or (2) the date of disbursement.

DECOMMISSIONING FUND DISBURSEMENT REQUIRED INFORMATION
* Amount of money to be paid.
o Funds from which payment is to be made.
* Purpose fbr which the obligation to bepaid or reimbursed

was incurred.
* Indication as either decon-itiissioning or administrative costs.
* The party to which the. payment shall betmade.

AUTHORIZATION

At least one of these individuals must slren.

Milton B. Lee
General Manager and CEO

Date

Date

David C. Jungman
Senior Director - Finance
Assistant Treasurer

Date

DatePaula Y. Gold-Williams
Chief Financial Officer & Treasurer
Executive \Vice President - Finance

Authorized CPS Energy Representative

The support must first be reviewed and approved by a designated person in Cash Management.F,,, CPS U,ý On!) -iý wvd f.l3d'ayDl
Cps¶•J -In oi c vs ',:ed .from 3."d p.,y O~c ______- ,O,:___

It vices tcceivtýd from oarcotized pa• •s Dale: 0i01:

t;oiCe Sent ko Dame:
__________ -- - -
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